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SENATE—Tuesday, March 19, 1986

(Legislative day of Tuesday, March 18, 1986)

The Senate met at 10 a.m., on the
expiration of the recess, and was
called toprorder by the President pro
tempore TMr. THURMOND].

PRAYER

The Chaplain, the Reverend Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray.

God of love and mercy, Who calls
Your people to remember Your
mighty acts of providence, we thank
You for memories. Today we are espe-
cially grateful for the initiative taken
by Senator DoLE and Senator BYRD to
memorialize the seven astronauts who
lost their lives in the Challenger disas-
ter. Thank You, Father, for leaders
who do not forget to remember, with
compassion and gratitude, great Amer-
icans whose sacrifices are a milestone
in human progress.

We remember, loving Father, the
families of those seven heroes, for
whom the tragedy is still very real.
Comfort them in their immeasurable
loss and pain; let them be assured that
they are not forgotten by a sorrowing
and grateful Nation.

And Father God, while we are re-
membering, we pray for the hostages
who remain in captivity in Lebanon.
Help us not to forget them and their
families, who bear the unrelieved
burden of uncertainty, who keep
hoping as they resist despair. Energize
those who seek release of the captives,
guide them in their persistence, and
grant success to their efforts. In the
name of Him who came to set the cap-
tives free. Amen.

RECOGNITION OF THE
MAJORITY LEADER

The PRESIDENT pro tempore. The
able majority leader is recognized.

SCHEDULE

Mr. DOLE. Mr. President, under the
standing order, the majority leader
and the minority leader have 10 min-
utes each. I will reserve any time I do
not use. I also will yield 3 minutes to
the distinguished Senator from Dela-
ware [Mr. RoTH].

There will be special orders in favor
of Senators HAWKINS, PROXMIRE, SPEC-
TER, ZORINSKY, and perhaps Senator
RotH, for not to exceed 5 minutes
each.

Then there will be routine morning
business, not to extend beyond 10:30
a.m., with Senators permitted to speak

therein for not more than 5 minutes
each.

At the conclusion of morning busi-
ness, we hope the Senate can turn to
any legislative or executive items
which can be cleared.

It is my understanding that there is
a debt collection bill that is not con-
troversial—just a matter of bringing it
up, as I understand, and getting a roll-
call vote. We would like to dispose of
that this morning. It is S. 209. I do not
know of any request for extended
debate on that matter. There will be
10 minutes time for debate.

If we can clear that on each side,
maybe we can do it this morning.

Following that, there are a number
of options. There is a drug export bill.
There is a sports franchise bill. There
is a trade bill. There is a regional air-
port compact. So we have a number of
items we could turn to.

It is also my hope that the Senate
Budget Committee, which is meeting
at this moment, can report a budget
resolution, so that we can commence
action on that before the Easter
recess. We may not complete action.

Then, of course, we still have the
Contra aid proposal. Notwithstanding
what may happen in the House the
proposal will be before the Senate. So
far as this Senator knows, it will not
be a compromise. It will be as is, as the
President requested, and we will vote
on that, we hope, Tuesday of next
week, though that is flexible.

So we will have a busy schedule be-
tween now and the close of business
on Thursday, March 27. Then we will
commence the Easter recess, we are
scheduled to be back in session on
Tuesday, April 8.

I hope we may have the cooperation,
as we always have—or nearly always
have—of my colleagues, so that we can
move a number of bills and be in fair
shape when we return.

Mr. GORE. Mr. President, will the
majority leader yield?

Mr. DOLE. I yield.

Mr. GORE. Mr. President, just very
briefly and for the purpose of looking
at the'schedule between now and the
Easter recess, I simply note that there
is substantial concern on the part of
some Senators about the sports bill
that was mentioned. It could require
extended debate that might take some
time. I only mention that for the ma-
jority leader’s consideration.

Mr. DOLE. I understand that if we
bring it up, there could be extended
debate, and that is true of the other
matters I mentioned. So it is a ques-

tion of where we go and where we be-
lieve we can make the most progress. I
think that sooner or later, probably
later, we will have the sports franchise
bill up, notwithstanding that it may
take some time.

Mr. BYRD. Mr. President, will the
majority leader yield?

Mr. DOLE. 1 yield.

Mr. BYRD. Mr. President, can the
majority leader tell us at this time
what the likelihood is for, say, rollcall
votes beyond 6 o'clock today, whether
or not he is able to tell us what the
program might be for Friday of this
week, and whether or not there will
likely be rollecall votes on Friday?

Mr. DOLE. I am not certain about
today. There may not be votes after 6,
but there could be votes on Friday. I
will be in a better position to advise
the distinguished minority leader by 1
or 2 o'clock this afternoon.

Mr. BYRD. Very well.

Mr. DOLE. There may be extended
debate on whatever we bring up, so
there could be debate into the evening,
but I doubt that there would be any
rollcall votes. I hope to firm that up.
It appears that on Friday there could
even be a cloture vote on whatever we
bring up.

Mr. BYRD. 1 thank the distin-
guished majority leader.

Mr. DOLE. Mr. President, after the
distinguished minority leader has used
his time, I yield 3 minutes of my time
to the distinguished Senator from
Delaware [Mr. RoTH].

RECOGNITION OF THE
MINORITY LEADER

The PRESIDENT pro tempore. The
distinguished minority leader is recog-
nized.

Mr. BYRD. Mr. President, I ask
unanimous consent that I may reserve
the balance of my time for the remain-
der of the day.

The PRESIDENT pro tempore.
Without objection, it is so ordered.

Mr. BYRD. I thank the Chair.

RECOGNITION OF SENATOR
ROTH
The PRESIDING OFFICER (Mr.
PreEssLER). The Senator from Dela-
ware [Mr. RoTH] is recognized.

THE ROTH REFORMS

Mr. ROTH. Mr. President, as the
issue of tax reform begins to occupy
more and more of our time and in-
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volvement, I believe it is necessary to
keep in mind what the reform package
we adopt must do.

Our Nation presently stands on the
threshold of a new beginning. Under
the leadership of President Reagan we
have witnessed a great comeback from
the days of stagnant growth and high
inflation. And the future beckons.

Today's revolution in science and
technology promises that the future
will be bright, and we have every
reason to be positive. But we will not
automatically be the dominant nation
in the world economy. We will not
remain No. 1 unless we take the neces-
sary steps now to prepare for the
changing world economy. One of these
steps must be to meet the challenges
posed by the stiff competition from
abroad.

Whether we are talking about Japan
or the rim of Asia, these countries
have demonstrated a competence in
this new world or high technology.
They are able to maintain the most
modern industries, the most sophisti-
cated facilities, and the most advanced
trade practices. They have large pools
of revenue from the savings of their
people which in turn provide money
for business growth and industry ex-
pansion. These savings result from in-
centives, and they allow these coun-
tries to buy our technology, in many
cases improve upon it, and beat us in
our game.

One only has to look around to see
examples of American industries, once
thought to be invincible, now scram-
bling to keep up with the latest ad-
vancements made overseas.

As we move forward with tax
reform, we should look for policies
that will improve the economic and
competitive posture of our industries
and allow America to maintain its
competitive edge. With this in mind, I
see four specific goals that we must
meet as we put earnest reform into
motion:

First, we must continue to ease the
tax burden carried by middle America;

Second, we must remove the bias
against savings that is presently part
of our Tax Code;

Third, our reform package must
help American industry modernize and
become the most effective and the
most efficient in the world, and this
modernization must spill over into in-
dustries basic to America’s role as the
shield of the free world; and

Fourth, we must lift the bias against
American exports and encourage a
more level playing field in the arena of
trade.

Mr. President, it is my intention to
introduce a series of reforms that will
allow us to maintain and even
strengthen our competitive edge. In
short, these reforms will enable us to
meet the challenges posed by the for-
elgn competition.
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They will meet each of the four cri-
teria listed above, and they will pro-
vide for long-range strength, stability,
and security in our domestic economy,
foreign trade, and international de-
fense.

First, I propose that we reduce the
marginal rate of income taxes for indi-
viduals to 15, 20, 25, and 30 percent.
This will give the typical middle class
American an average reduction of at
least 8 percentage points in the mar-
ginal rate of taxation. The full deduc-
tion for State and local taxes will be
retained, and the top capital gains rule
will be 20 percent.

Second, my reforms will promote
savings through tax-deferred super
savings accounts [SUSA's]. Similar to
IRA's, these SUSA’s will allow an indi-
vidual to save up to $3,000 tax free—
$6,000 for families. But, unlike the
money locked-in in individual retire-
ment accounts, the money in these
SUSA's could be withdrawn at any
time, for any purpose, and without
penalty. And only upon withdrawal
will the money be taxed. In the area of
IRA’s, I propose an increase in savings
potential for housewives, or househus-
bands, from $250 to $2,000. And I will
also retain the current law for 401(k)
pension plans.

Third, my reforms will encourage in-
dustry growth and modernization
through an expense cost recovery
system that will allow firms to ex-
pense half their equipment costs the
first year and depreciate the remain-
der according to President Reagan's
capital cost recovery system. My pro-
posal will also reduce the top corpo-
rate Federal tax rate to 33 percent—13
percentage points lower than current
law and 3 percentage points lower
than the House provision.

This third step will also lend to our
goal of modernizing our basic indus-
tries important to our security. If we
are to be the No. 1 industrial nation in
the world, and if we are to continue in
our role as the shield for the free
world, we must have the most up-tc-
date industrial facilities. And need I
say that these improvements will
translate into jobs, a very important
factor in our future that must be con-
sidered today.

Fourth, my reforms will level the
playing field of international trade
through the introduction of a business
transfer tax. This 8-percent tax will
bring in $364 billion in new revenue
over the next 5 years, and combined
with these reforms will be completely
revenue neutral as prescribed by Presi-
dent Reagan. Perhaps more impor-
tantly, the BTT will correct an inequi-
ty in the current tax system that puts
American products at a tax disadvan-
tage.

Business would calculate the tax by
adding up revenues and subtracting all
costs except interest, dividends, and
salaries. The 8 percent will be applied

5353

against the difference. The employer
will be permitted to credit his BTT
against his FICA, or Social Security,
payments. Any excess BTT above the
Social Security payroll credit will also
be deductible against the corporate
income tax.

Under the business transfer tax, all
organizations with an income of $10
million or less will be exempted. This
will serve to protect small business and
the family farm.

To level the playing field in the
trade arena, the BTT will be rebated
on American exports and levied on for-
eign imports. This will result in for-
eign firms paying 40 percent of the
$364 billion, and it will represent a
substantial tax reduction on the part
of the American taxpayer.

I believe this tax reform proposal
will move our industry, and conse-
quently our country, into tomorrow.
And we will arrive before our competi-
tion. My reforms are targeted to stim-
ulate the American economy and to
give us the edge in international trade.
And keeping with the spirit of this ad-
ministration, they will be profamily,
proemployment, probusiness, pro-
trade—in short—pro-American. And
nothing can be as important.

Mr. President, I ask unanimous con-
sent to have printed in the REcorp an
addendum to my statement entitled
“The Roth Reforms.”

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE RoTH REFORMS
{Remarks by Senator William V. Roth, Jr.)
REMARKS TO NATIONAL PRESS CLUB

Thank you, Mary Kay (Quinlan—NPC
President). I'm honored to be speaking to
such a prestigious organization.

I know there exists the eternal question
concerning the relationship between press
and politician. Is it adversarial or friendly-
cooperative? Well, in the name of time and
safety, I'll leave this to be answered by the
scholars. But I will say that I believe a free
press is not a privilege, but an organic neces-
sity in a great society.

And ours is a great society. Besides, I
think President Harry Truman answered
the question when he said, “If a politician is
looking for a friend in Washington, let him
buy a dog!”

But actually, to be a free press in America
is not enough. Freedom from something is
never enough. It must be freedom for some-
thing. In 1965, Walter Lippmann said:
“Without criticism and reliable reporting,
the government cannot govern.” And I be-
lieve that in this age of communication,
journalists must be ever-present. You must
remain in every quarter of the world. And
through use of the facts and issues, you
must continue to give life to theories and
ideas.

For this reason, I have come here today.
This afternoon, I would like to shake the
Muse who governs the media. I would like to
introduce you to the third and final version
of an idea whose time has come. And I
would like to show you how this idea, simple
in theory, will revolutionize the economic
character of our nation.




5354

Benjamin Pranklin once said, “Nothing is
certain but death and taxes.” I don't think
he knew then that one day those two words
would become mutually inclusive. High
taxes, along with other factors—including
over-regulation—came close, not too many
years ago, to choking the life out of an econ-
omy that once served as the world's model.

These factors resulted in what President
Jimmy Carter called the malaise of the
70's—the days when double-digit inflation,
interest rates at 21 percent, and soaring un-
employment ground away at the American
dream.

We can all recall the headlines. Chron-
icled in magazines and newspapers—coming
into our living rooms night after night on
television—was a story of economic decline
and frustration. The gas lines, the sagging
building industry, the banished hopes of
young couples to own their own homes—
they were all a part of that era.

Thank goodness times have changed. And
they've changed for the better. Of course, in
the beginning, the term “Reaganomics” was
used by the President’s opponents to de-
scribe what they thought was an economic
pipedream. But soon it became an exciting
concept as Ronald Reagan became the first
president in more than 20 years to bring
down both unemployment and inflation.

Between December 1982 and September
1985 nearly nine million Americans went
back to work. Today inflation is about four
percent, interest rates are below ten per-
cent, and the results are outstanding. Our
once waning spirit has been rekindled. And I
think we have to agree with the President
when he says, “America is Back.”

I'm proud to be a part of this recovery
with the Eemp-Roth tax cuts, and I invite
anyone who cannot see or feel the excite-
ment of our country's great comeback to
take a trip outside the beltway and talk to
the people back home,

Today is an exciting era in which we live.
Mankind has labored for thousands of years
to open the frontier of technology. And we
now stand ripe for progress. Today's hi-tech
revolution gives us every reason to be posi-
tive. And along with the present strength of
our economy, it holds the keys to a bright
future.

But we also face some challenges. We face
stiff competition from abroad. Whether
you're talking about Japan or the rim of
Asia—countries that are growing by six;
seven, eight, or nine percent—these coun-
tries have demonstrated beyond all question
a competence in this new world of high
technology. They also have the means to
buy the best technology in the world. In
most cases it's American technology, and
they are using it to produce better products
at better prices. And, ironically, these coun-
tries don't have nearly the resources we
enjoy. Like us, they have a population of
bright, educated, well-motivated people. But
they also have the advantage of a ready
source of revenue from their high rate of
savings. In Japan, this savings can be as
high as 20 percent of an individual's dispos-
able income. And this money means cap-
ital—capital to continuously modernize.

New technology is the order of the day,
and countries that are best able to maintain
the most modern industries are going to
emerge in this new world economy as the
leaders of tomorrow.

The fundamental question, then, is how
do we meet the challenge of this foreign
competition? How do we develop the policies
that will continue to boost economic growth
and jobs? And what should we be doing to
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help America compete in this new world
economy?

Today, I will concentrate on tax initiatives
that are critical to answer these questions.
Specifically, I believe there are four tax
goals the government must set to help our
people capitalize on our economy's recent
turnaround.

First, we must reduce the burden of feder-
al income tax on middle America.

Second, we must eliminate the bias
against savings that exists in our present
tax code.

Third, our tax policy must encourage our
industry to be the most modern, the most
efficient in the world as that means growth
and jobs. It must also promote the modern-
ization of industries basic to America’s role
as the shield of the free world.

And fourth, our tax policy must encour-
age trade.

By promoting policies that stimulate
progress in these four areas, government
will allow America to meet today's chal-
lenges. But to reduce the marginal rate of
federal income tax for all Americans, to pro-
mote savings to strengthen the security of
the American family, to modernize industry
and increase employment, and to balance
international trade, is a difficult charge. To
find the revenue and means is even more
difficult, especially to do it in a revenue
neutral way, and at a time when the budget
deficit is demanding our attention.

But, I believe it can, and it will be done.

President Reagan has advised us that Tax
Reform is a key to future growth and pros-
perity. And I agree. But I also agree with
the President that what's not needed is a
tax increase. That's not the panacea. In
fact, prescribing a tax increase now would
be like a prescription of marshmallows for a
man on a diet. If the past is any guide for
the future, we know that raising revenues
will only raise spending. Despite the prom-
ises, it's been the story time and again—so
often, in fact, that I believe political econo-
my are two words that should be divorced
on grounds of incompatibility.

Now, there are a number of reform pack-
ages that are floating around Washington,
even as we speak. In fact, just about every-
body has a personal idea about what tax
reform should be, But it's against the four
criteria I listed for economic growth that we
must judge the numerous proposals.

Recently, the House passed its version of
tax reform. HR 3838 is a reform package
that I believe seeks to ease the tax burden
borne by the middle class, but it doesn’t go
far enough, nor does it promote the other
three areas I've outlined as necessary for
our continued economic growth. Rather, it
continues the bias against savings, the high
cost of capital, and the imbalance in inter-
national trade. In fact, the House proposal
would do little to encourage the trend of in-
creasing employment opportunity. It would
do little to increase jobs for our young and
unemployed. =

In short, the House proposal is anti-
growth—it's anti-jobs.,

This brings us to the guestion: If not HR
3838, then what? Who has the answer?

In his essay, "Self-Reliance,” Emerson
teaches us that we should abide by our own
spontaneous impressions with good-hu-
mored inflexibility, lest we be forced to take
with shame our own opinion from another.

Now, having said that—need I say more!

I call my proposal the Roth Reforms, and
I'm proud to say that together they meet
each of the four criteria.

First, the individual’'s marginal rate of
income taxes would be reduced to four rates
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of 15-20-25 and 30 percent. The typical
middle class American would enjoy an aver-
age reduction of at least 8 percentage points
in the marginal rate of tax. Our more afflu-
ent would be in the 30 percent bracket, or in
twice as high a tax bracket as our lower
income families.

Second, the Roth Reforms would promote
savings. We would establish Super Savings
Accounts (or SUSAs), similar to IRAs, that
would allow an individual to save up to
$3,000 tax free or $6,000 for families. And
unlike the money they have locked-in in In-
dividual Retirement Accounts, the money in
these SUSAs could be withdrawn at any
time, for any purpose, and without penalty.
And only upon withdrawal would the money
be taxed. Now, families could save for col-
lege educations. Young couples could save
for their first down payment. And older cou-
ples could save for retirement, or for any-
thing they wanted. The SUSAs are pro-
family and pro-America for they represent a
new source of capital that will help family
needs and keep American industry up-to-
date.

For similar reasons, that is to promote
family savings, the Roth Reforms will also
retain the current law for 401K Pension
Plans.

And, finally, we will recognize the contri-
bution of the homemaker to the American
economy by increasing the IRA savings po-
tential for housewives, or househusbands,
from $250 to $2,000.

Next, to promote growth and moderniza-
tion in the private sector and to regain our
competitive edge in the international mar-
ketplace, my proposal would:

Reduce the top corporate federal tax rate
to 33 percent—13 percentage points lower
than current law and 3 percentage points
lower than the House provision.

And we would introduce an Expense Cost
Recovery System that allows firms to ex-
pense half their equipment costs and depre-
ciate the remainder according to President
Reagan’s Capital Cost Recovery System.
This step will both help modernize our basic
industries, so important to our security as
well as help new technology to be incorpo-
rated in all American industry. As I have al-
ready stated, if the United States is to be
the number one industrial nation, it must
hlave the most up-to-date industrial facili-
ties.

Now, how do we do all this? These reforms
are expensive. And the question arises: How
do we make up for the lost revenue? The
answer is an 8 percent business transfer tax.
As proposed in my package, this BTT would
bring in $364 billion in new revenue over the
next five years. Combined with these re-
forms, it would be completely revenue neu-
tral as prescribed by the President.

Businesses would calculate the tax by
adding up revenues and subtracting all costs
except interest, dividends, and salaries and
then applying the 8 percent tax against the
difference. Next, the employer would be
permitted to credit his BTT against his
FICA—or Social Security payments, This
helps employment as it lowers the up front
cost of new employees. Any excess BTT
above the Social Security Payroll Credit
would also be deductible against the corpo-
rate income tax. And it's important to men-
tion here that the BTT would in no way
have an affect on the integrity of the Social
Security system.

Under the Business Transfer Tax, all or-
ganizations with an income of $10 million or
less would be exempted. This would serve to
protect small business and the family farm.
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And of the $364 billion—over the five year
period—40 percent would be paid for by for-
eign firms. This alone will allow the BTT to
represent a substantial tax reduction on the
part of the American taxpayer.

Now, President Reagan has said we must
level the playing field in the trade arena,
and this is what the BTT would do. In
trade, the United States is disadvantaged.
Under international rules—better known as
GATT—certain types of taxes can be rebat-
ed or refunded to the manufacturer as
goods are exported. But income taxes
cannot.

Under these rules, many European coun-
tries and Japan have an advantage over
their American trading partner. When Bill
Brock was the U.S. Trade Representative he
illustrated this by saying the American
automobile manufacturer has, on the aver-
age, a $600 tax disadvantage.

For example, by the time a Toyota rolls
into the showroom in the United States, its
Japanese producer has already received a
rebate on the taxes he paid in Japan. And
he paid almost no taxes when the car came
into this country. When an American auto
manufacturer sells a car in Japan, it doesn't
receive a tax rebate when the auto leaves
the U.S. And furthermore, it encounters a
large excise tax at the border of Japan. The
result is a tax holiday for foreign exporters
while Americans are double taxed.

My plan will correct this inequity. The
BTT will be rebated on American exports
and it will be paid as products enter our
market. For example, if that Toyota cost
$8,000, the Japanese exporter will be re-
quired to pay a $640 Business Transfer Tax.
In other words, my plan will level the play-
ing field for international trade.

Let me re-emphasize that because the for-
eign exporter must pay its BTT, 40 percent
of the new tax will be paid by foreign busi-
ness firms. This alone will shift a great deal
of the tax burden off the American people.

Now, let me take a moment and explain
how the full tax reforms will benefit work-
ing America.

For low-income families with an annual
gross of $15,000 and the standard deduc-
tions, tax payment under current law would
be $818. However, under my plan these fam-
ilies would pay $330 for a savings of almost
$500.

If you're making $32,000, with itemized
deductions of $4,736, under current law you
would pay $3,665 in federal income taxes.
Under my proposal—$2,881. A savings of
$784.

Let’s say you're making $45,000, you're a
family of four, and you have $8,984 in item-
ized deductions. Under current law, you
would pay $5,877 in federal income tax.
Under my proposal, however, you would
only pay $4,878, for a savings of almost
$1,000.

If your income range is $75,000, and you
have $11,000 in itemized deductions, current
law demands $15,502. The Roth Reforms
would call for $11,225. This is a savings of
$4,277. And remember, one of the purposes
of tax reform is to get the more affluent out
of tax shelters and to put their money to a
more productive use.

The Super Savings Account, and the in-
creased IRA for housewives, would alter
even further the amount of your return.
For every $1,000 placed in a SUSA or IRA,
your tax savings would range from $150 in
the low income bracket to $300 in the high.

In closing, let me say I'm a firm believer
that Americans are proud to pay taxes, but
I think they'd be just as proud for half the
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money. I believe this tax reform would move
our industry into tomorrow. And we would
arrive before our competitors., President
Reagan has said the tax cuts Americans
have received so far have stirred a spirit of
risk-taking and have helped rouse America's
economy. Well, if the cuts so far have done
that, then I believe we should just go right
ahead and wake the economy up. And 1
know of few Americans who wouldn't sacri-
fice their taxes to help to do just that.

In short, my reforms are targeted to stim-
ulate the American economy and to give us
the edge in international trade. They will
allow us to continue in our role as a shield
for the free world, with a strengthened
economy and with renewed vigor in our
basic and technological industries. And
keeping with the spirit of this Administra-
tion, they will be profamily, proemploy-
ment, probusiness, protrade—in short—they
will be pro-American.

Because, put simply, they will once again
reward Ambition in America with more than
Jjust high taxes.

Thank you.

SUMMARY

Individual Rate Structure: Four rates set
at 15, 20, 25 and 30 percent. $2,000 personal
exemption extended to itemizers in the
bottom tax bracket. Top capital gains rate
of 20 percent. Retains deduction for state
and local taxes.

Savings Provisions: $3,000 Super Savings
Account (SUSA) ($6,000 for couples filing
jointly), phased in over 3 years. Retain cur-
rent law for 401K Pension Plans. Increase
spousal IRA to $2,000.

Business Provisions: Top corporate rate of
33 percent. Expense Cost Recovery System
(ECRS). Firms would expense half of equip-
ment costs and depreciate remainder accord-
ing to President’s Capital Cost Recovery
System, Corporate Minimum Tax Rate set
at 15 percent. Money set aside for other
areas and BTT transition rules.

Business Transfer Tax (BTT). 8 percent
tax on net business receipts. BTT fully cred-
itable against FICA tax. Excess BTT above
FICA deductible against income for corpo-
rate or individual income tax. Firms with
gross receipts of less than $10 million
exempt from BTT. % vote of both Houses of
Congress required to increase BTT rate.

EXPLANATION OF MAJOR PROVISIONS

The Roth Reforms will achieve the pri-
mary goals of tax reform—to protect middle
class taxpayers from unfair tax burdens, to
reduce the cost of capital to American busi-
ness, to diminish the anti-savings bias in the
tax code, and to promote U.S. exports.
These reforms will create an environment of
economic growth and will enhance Ameri-
ca’s international competitiveness.

The Roth Reforms will be advanced by
Senator Roth during the Senate Finance
Committee’s deliberations on tax reform.
Since the Finance Committee’s mark-up
document is not completed, the changes
listed should be viewed in reference to the
House tax reform bill, H.R. 3838. Adjust-
ments will be made, when necessary, after
the Finance Committee document is avail-
able.

INDIVIDUAL RATE STRUCTURE

Rates: In some instances, under H.R. 3838,
taxpayers would face higher marginal rates
than under current law. To encourage work
effort and savings, and to remove the incen-
tive to invest in unproductive tax shelters,
rates must be lowered even more. The Roth
proposal contains a four rate structure with
rates set at 15, 20, 25, and 30 percent. The

5355

attached chart shows the brackets associat-
ed with these rates. The Roth reforms
would retain the deduction for state and
local taxes and set the top capital gains rate
at 20 percent,

Personal Exemption: To protect working
taxpayers who itemize deductions, the
$2,000 personal exemption would be ex-
tended to those in the 15 percent tax brack-
et.

SAVINGS PROVISIONS

Current tax law is unfairly biased against
saving due to double taxation. The United
States, under any measure of savings (inclu-
sive of business saving) ranks last or second
to last compared to our major trading part-
ners. After the Japanese essentially elimi-
nated the double taxation of savings in their
country after World War II, their savings
rate doubled (see chart). A major opportuni-
ty will be missed if tax reform does not in-
clude major savings incentives to remove
the double taxation of savings.

Super Savings Accounts (SUSAs): SUSAs,
as described in S. 243, would function much
like IRAs except that the savings could be
used for any purpose. Current contributions
to SUSAs would be tax deductible and sav-
ings would be taxed when withdrawn. There
would be no additional tax penalty for early
withdrawal. Limits would be set at $3,000
for those filing singly and $6,000 for joint
returns. In combination with IRAs, this
would result in savings vehicles totaling
$5,000 per year for individuals and $10,000
for couples.

The SUSAs would be phased in over three
years at the rate of $1,000 per year for indi-
viduals ($2,000 per year for joint returns).

401K Plans: These tax deferred savings
plans have been very effective savings vehi-
cles and should not be cut back as in H.R.
3838. The Roth proposal would maintain
current law treatment of 401K plans.

Spousal IRA: The current $250 limit on
spousal IRAs discriminates against those
that choose to work in the home and also
inhibits savings. Under the Roth Reforms,
téhe spousal IRA limit would be increased to

2,000,

BUSINESS PROVISIONS

Corporate Rate Reduction: High marginal
tax rates, whether on the individual or cor-
porate side, are a deterrent to economic
growth. Senator Roth proposes to lower the
top corporate rate to 33 percent. Gradua-
tion of corporate rates will be retained.

Depreciation: By slowing down deprecia-
tion schedules and eliminating the Invest-
ment Tax Credit, current tax reform pro-
posals would increase the cost of capital to
American business. The goal of equalizing
the tax treatment across industries is lauda-
ble, but not at the expense of increased cap-
ital costs, decreased investment and slower
economic growth. It is possible to achieve
neutrality across industries without dra-
matically increasing the cost of capital to
American companies, This is achieved by re-
storing much of the initial cash flow that is
taken away in both the House bill and the
President's package.

Roth's proposal to implement the Ex-
pense Cost Recovery System (ECRS) would
involve & combination of first year expens-
ing and CCRS, the President’s proposal. A
firm would expense 50 percent of equipment
costs and depreciate the remainder accord-
ing to CCRS. A half year convention would
be in place. Asset categories would be the
same as under the President's plan and in-
dexing of the basis would be retained. ECRS
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would apply to categories 1 through 5 in the
President’s plan.

Corporate Minimum Tax Rate: Because it
is commonly accepted that every company
should pay its fair share of tax, a minimum
tax is an important element of a tax reform
proposal. However, the high tax rate in HR.
3838 unfairly and adversely affects new
businesses. The centerpiece of the Roth Re-
forms, the Business Transfer Tax (BTT)
has many of the attributes of a minimum
tax. A high rate of minimum tax coupled
with the BTT would be redundant and hurt
entrepreneurial activity. In the Roth pro-
posal, the minimum tax rate would be 15
percent.

Miscellaneous: Money would be available
to address other areas such as the foreign
provisions, as well as to pay for necessary
transition rules associated with the BTT.
For example, a transition rule would be in
order for firms who have invested in large
amounts of capital before the effective date
of the BTT. They would be taxed on the
value added from that capital without any
corresponding offset. This is especially a
concern to currently unprofitable firms
with large amounts of unused credits and
deductions. They should not be hit by a new
tax just when they are trying to become
competitive.

THE BUSINESS TRANSFER TAX

The Roth Reforms would be financed by
introduction of a Business Transfer Tax
(BTT). The BTT is a net receipts tax on all
domestic business. Each firm would calcu-
late its tax base by calculating gross receipts
from the domestic sale of goods and services
and subtracting purchases of inputs such as
raw materials and capital. The tax rate
would be applied to this net receipts base.

As a replacement tax, the BTT, in general,
should have no effect on the price level.
However, if it became evident that the BTT
would impact unfairly on low-income fami-
lies, a sliding credit, modelled after the
earned income credit, would be available for
the poor. Money for the sliding credit would
be set aside.

All firms with under $10 million in gross
receipts would be exempt from the tax. To
avoid undue hardship to those firms with
gross receipts slightly in excess of $10 mil-
lion, phased in rates would be developed
only for firms with between $10 million and
$20 million of gross receipts.

The BTT would be fully creditable against
the employers portion of the Social Security
Payroll Tax (FICA). In addition, BTT liabil-
ity in excess of FICA would be deductible
against income for corporate and individual
income tax purposes.

All imports would be taxed at the full
BTT rate with the foreign exporter being
held liable. A credit mechanism would
insure that the BTT on exports is rebated.

The BTT would extend to all sectors in
the economy including financial services.
Rules would be developed to equitably
measure value added in these industries and
to maintain competitive balances.

The BTT rate would be set at 8 percent.
To make sure that the BTT is not abused,
once implemented, a % majority in both
Houses would be required to increase the
BTT tax rate.
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QUESTIONS AND ANSWERS

1. Won't the BTT result in higher con-
sumer prices?

The BTT is not a net tax increase, but a
replacement tax. Because the BTT is replac-
ing taxes which are already part of a firm's
cost structure, generally speaking, there will
be no increase in domestic prices. There
may, however, be an increase in the price of
imports. This is necessary if American goods
and foreign goods are to be treated equally.
It is true, also, that firms who have man-
aged to avoid paying taxes in the past will
have to pay the BTT. Whether these latter
taxes would be passed on would depend on
the competitive situation of the particular
business.

2. What will be the impact on small busi-
ness and family farms?

Due to the exemption for organizations
with gross receipts below $10 million, all
small businesses and family farms will be
exempt from the BTT.

3. Won't the BTT result in an enormous
tax increase?

With any broad-based tax, there is appre-
hension by some that it will be used to gen-
erate revenues to fuel government spending.
The Roth proposal is a revenue neutral tax
reform package. Senator Roth will oppose
use of the BTT to increase the overall tax
burden. To prevent the BTT from being
misused, there is a provision requiring a %
majority vote in each House of Congress for
any BTT rate increases.

4, Why is the BTT preferable to a Europe-
an VAT?

The BTT presents little new administra-
tive burden for either business or the Inter-
nal Revenue Service. Each firm would file
for the BTT at exactly the same time that
the corporate or individual income tax is
filed. In fact, the BTT would be an adden-
dum to that form. The estimated tax rules
will be the same as under the income tax.
No additional record keeping will be re-
quired of business as a result of the BTT.

The European VAT, on the other hand,
involves major new compliance costs. The
VAT is collected through an “invoice and
credit” method. This means that each firm
pays a tax on total sales, and then gets a
credit for the tax paid on all the goods that
went into the production process. The firm
must keep track of all invoices in order to
get the proper amount of credits and must
make sure that all its suppliers paid their
taxes. This forces firms to assume the addi-
tional burden of policing the tax system on
top of enormous new record keeping.

5. How will the Roth proposal affect the
cost of capital?

The Roth proposal will reduce the cost of
capital in several ways. It contains a very
valuable capital recovery system—an Ex-
pensing Cost Recovery System (ECRS)—and
lower corporate rates. It will increase U.S.
savings by building new savings incentives
into the tax code, thereby making more cap-
ital available for investment. Capital costs
to American businesses will be much lower
than under H.R. 3838 and will make Ameri-
can businesses competitive in international
markets.

6. What will the Roth reforms do to the
national savings rate?

By reducing the double taxation of sav-
ings, over a period of time, people will be
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more inclined to save part of their earnings.
In companies with 401K or other tax de-
ferred savings plans, employees of all
income groups have higher savings rates
than their counterparts in companies that
don't offer these plans. While some claim
that the reduction of marginal rates and lib-
eralization of IRAs in 1981 have not stimu-
lated personal savings, this is a false percep-
tion. The National Income and Products Ac-
counts definition of personal savings in-
cludes corporate contributions to pension
funds. However, if actual household savings
are singled out, it becomes evident that
people are saving more as a result of the
savings incentives of 1981.

Even the Japanese, whose personal sav-
ings far surpass Americans', were not always
prolific savers. Japan’s national savings rate
increased dramatically after World War II,
when changes in the Japanese tax code es-
sentially eliminated the double taxation of
saving.

7. Isn’'t the BTT a regressive tax?

The BTT is a proportionate tax on the in-
comes from capital and labor, and is used to
replace taxes of similar incidence already
paid by business. As such, there is no reason
to assume the tax will be passed on any
more than the tax it replaces. For those
firms that have managed to avoid taxes in
the past, there is the possibility that they
will try to pass on some or all of the BTT.
Their willingness to increase their prices to
compensate for the BTT will depend on the
:narket conditions of their particular indus-

ry.

If it becomes apparent that the BTT
might have a disproportionate effect on low
income families, a refundable credit, similar
to the earned income credit, which phases
out at stated income levels could be imple-
mented.

8. Won't the use of the FICA Credit un-
dermine the Social Security System?

The Social Security System is not in any
way changed by this proposal. Firms still
will be liable for the same amount of FICA
tax as before the BTT, and all amounts will
go directly to the Social Security Trust
Fund. The BTT revenues are simply ear-
marked to fulfill the FICA liability.

9. Is this a protectionist proposal?

An important feature of this proposal is
that it harmonizes our tax system with that
of our major trading partners. Under inter-
national treaty, so-called indirect taxes
(taxes on products) are to be levied in the
country in which they are consumed. Taxes
on exports are rebated and imports are
taxed as they cross the border. Our trading
partners raise more revenue through indi-
rect taxes than the United States. Because
of this, there is an inherent bias against
American exports and in favor of foreign
imports. Imposition of the BTT will reduce
this bias so that American goods are treated
the same as those from other countries.

10. Could the BTT lead to retaliation by
U.8. trading partners?

The BTT is compatible with the General
Agreement on Tariffs and Trade. Retalia-
tion would be illegal under international
trade agreements. The only legal retaliation
would be for countries to raise their VAT,
which hardly seems likely.
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HOW THE TAX RATES COMPARE: THE ROTH PROPOSAL VERSUS H.R. 3838
{Individual marginal tax rates and taxable income brackets]
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The PRESIDING OFFICER. The
time yielded to the Senator has ex-
pired.

RECOGNITION OF SENATOR
HAWKINS

The PRESIDING OFFICER. Under
the previous order, the Senator from
Florida is recognized for not to exceed
5 minutes.

NICARAGUA’S DIRTY LITTLE
WAR IN NORTH AMERICA

Mrs. HAWKINS. Mr. President, this
week the Nation’s attention has
turned south as first the House and
then the Senate vote on the Presi-
dent’s request for vital aid to the Con-
tras. If any of my colleagues are still
undecided and are looking for a solid
reason to vote one way or another, let
me say that I believe you need look no
further than our schoolyards and our
playgrounds to see the threat of Nica-
ragua’s dirty little war in North Amer-
ica.

I will grant you that it is not a con-
ventional war. There are no Kalishni-
kovs, no attack helicopters, no tanks.
No, this war is more subtle. But it is
no less threatening to our way of life.
This war is being fought with a deadly

little white powder called cocaine. The
left may laugh and make jokes about
the “Red tide” threatening San Diego.
But let me tell you that I don't consid-
er the mass murderers who traffic in
cocaine a laughing matter.

These are very serious allegations,
and I am prepared to back them up. In
mid-July 1985, a Federal grand jury in
Miami, FL, indicted 11 people includ-
ing an aide to Interior Minister
Thomas Borge on cocaine smuggling
charges. According to the indictment
the aide, Frederico Vaughn, actively
assisted Colombian smugglers in their
efforts to ship 1,500 kilos of cocaine to
the United States.

In August 1984 I held a hearing in
the Subcommittee on Alcoholism and
Drug Abuse to look into the Narco-ter-
rorist link. Having seen the indictment
of Vaughn in Miami, I put the follow-
ing question to William Von Raab,
Commissioner of the U.S. Customs
Service:

Senator HAwgins. During the past few
weeks there have been numerous reports of
direct involvement by senior members of
the Nicaraguan Government in narcotics
trafficking. I have the indictment that was
filed in my hand. Consistent with your re-
sponsibility to protect intelligence sources
and methods and pending investigations, do
you personally believe that senior members
of that Government are engaged in narcot-
ics trafficking?

Commissioner Vox Raas. Yes, I do.

Later in that hearing we received
testimony from Antonio Farach,
former minister counselor at the Nica-
raguan Embassies in Venezuela and
Honduras. During the course of his
testimony Mr. Farach explained his
willingness to come before the sub-
committee saying, “it is to the youth
of the United States, and only for
them, that I am here today.” Why did
he say this? Because after learning of
the involvement of high-ranking Nica-
raguan officials in narcotics traffick-
ing, he asked why they were doing it
and was told:

Our youth would not be harmed, but
rather the youth of the United States, the
youth of our enemies. Therefore, the drugs
were used as a political weapon because in
that way we were delivering a blow to our
principal enemy.

Some questioned Farach's testimony
so I decided to search out an unim-
peachable source. On April 19, 1985, in
the Subcommittee on Children,
Family, Drugs, and Alcoholism, I con-

ducted another hearing into this
sordid business. The star witness was
James Herring. Mr. Herring was the
key witness in the Miami indictments
that involved Frederico Vaughn, aide
to Tomas Borge.

Is Mr. Herring a reliable authority?
If not, eight people are in jail who
should not be. It was primarily on the
basis of Mr. Herring’'s testimony that
eight people were convicted on drug
trafficking charges. Mr. Herring had
been hired by Robert Vesco to assist
the Nicaraguan Government launch
its cocaine processing operation. He
worked on a regular basis with Freder-
ico Vaughn. What did he think was
the role of the Nicaraguan Govern-
ment based on his extensive contacts
with Nicaraguan officials and his visits
to Nicaragua and Cuba? I put that
question to him directly:

Senator HAwWKINS. Do you believe that the
cocaine trafficking operation was a Govern-
ment initiative or the action of a few cor-
rupt individuals in Nicaragua?

Mr. HErrING. I think it was a Govern-
ment-initiated thing; I think it was to gain
dollars for the economy of Nicaragua.

In addition, there was testimony
from John Keeney, Deputy Assistant
Attorney General for the Criminal Di-
vision, U.S. Department of Justice
that there is an eyewitness to the fact
that narco-profits from the Nicara-
guan drug dealers were returned to
Nicaragua by Nicaraguan diplomatic
personnel.

Finally, I would like to make men-
tion of important information that
has been provided by Alvaro Jose Bal-
dizon Aviles, former chief investigator
of the Special Investigations Commis-
sion of the Nicaraguan Ministry of the
Interior. Baldizon has recently defect-
ed to the United States.

In mid-1984, Baldizon's office re-
ceived a report linking Tomas Borge
with cocaine trafficking to the United
States. Borge's office instructed Baldi-
zon to investigate this as a compro-
mise of a state secret. After raising
this issue with his superiors, Baldizon
was told that if he received any fur-
ther information on cocaine traffick-
ing in the future, it should be passed
to the Minister without investigation.

I for one am grateful to the DEA,
the Customs Service and the Depart-
ment of Justice for their vigilance in
uncovering this plot. It is to be hoped
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that by going public with this informa-
tion over the last few years we can
show the drug traffickers that we are
alert to attempts to use Nicaragua as a
processing and shipment center. But
we cannot be certain that we have, in
fact, discouraged the Nicaraguans.

The evidence is that high ranking
Nicaraguan officials probably with full
government support have systemati-
cally tried to build a network for traf-
ficking cocaine into this country. With
such a concerted effort, I do not be-
lieve we can assume that once caught
they will back off.

Most of the leaders of the Nicara-
guan Government are self-confessed
Marxists. I believe that they are out to
undermine and destroy our way of life
in any way they can—even through
drug trafficking. I believe they are
committed to continuing their dirty
little war in Central America, and I
hope we have the sense to do some-
thing about it.

The PRESIDING OFFICER. The
time allotted to the Senator has ex-
pired.

RECOGNITION OF SENATOR
PROXMIRE

The PRESIDING OFFICER. Under
the previous order, the Senator from
Wisconsin is recognized for not to
exceed 5 minutes.

The Senator from Wisconsin.

Mr. PROXMIRE. Thank you, Mr.
President.

GORBACHEV “CONCESSION” ON

STAR WARS WILL NOT AD-
VANCE ARMS CONTROL IN
EUROPE

Mr. PROXMIRE. Mr. President, a
report from Moscow that appeared in
the New York Times on February 8 as-
serted that the Soviet Union has
moved closer to agreement on nuclear
arms control in Europe. The Soviet
Union has changed its position. The
Soviet Union will now negotiate for a
reduction of intermediate nuclear mis-
siles in Europe without insisting that
the United States abandon its star
wars or SDI project. Does this mean
that the superpowers will now prompt-
ly go forward to agree on a reduction
of intermediate nuclear arms on both
sides in Europe? No. Such an agree-
ment is now possible. It is still unlike-
ly.

The main significance of the Gorba-
chev decision to make such an agree-
ment while the United States proceeds
to advance star wars suggests that
Gorbachev is not really concerned
about a U.S. missile defense. In the
judgment of this Senator, Gorbachev
never has been concerned about star
wars. Gorbachev had previously indi-
cated that continued laboratory re-
search on star wars by the United
States was not an obstacle to negotia-
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tion. The Russian leader continues to
insist that he will not agree to any
new strategic—that is intercontinen-
tal—arms control limitation or reduc-
tion if the United States proceeds with
SDI.

This Senator has long argued that
the Soviet Union fully understands, as
virtually every informed and inde-
pendent American knows, that star
wars almost certainly will not work.
Why has the Soviet Union so strongly
protested the program if they do not
regard it as a serious threat? Answer:
Gorbachev knows that the one way he
can most surely persuade the Congress
to go along with the President and
divert military funds into this hopeless
program is for Gorbachev himself to
protest it. If any Member of Congress
doubts that star wars will reduce other
military programs, including vital and
highly relevant research, he should
see a speech recently delivered by this
Senator on the floor of the Senate
documenting exactly this. The more
vigorously the Soviets protest star
wars, the more Members of the Con-
gress will support it.

Why then does Gorbachev now indi-
cate that star wars progress by the
United States will not keep the Soviets
from agreeing to a treaty on interme-
diate nuclear weapons in Europe? The
Soviet leader understands that the
star wars defense is strictly a potential
and very likely impossible U.S. de-
fense. It has no possible application to
Europe. A missile flight from the
Soviet Union to the United States or
vice versa would take 20 minutes to
half an hour. It would reach an apogee
of several hundred miles above the
Earth. Theoretically, an SDI defense
could intercept some of such missiles
at some point during their long flight.
But how about an attack from an ad-
vanced Warsaw Pact base in West Ger-
many, Paris, Rome, or even London.
The time of missile flight is short. The
distances are short. A cruise missile
hugging the ground could penetrate
any star wars defense. Star wars offers
absolutely no credible defense for
Europe so, obviously, star wars is total-
ly irrelevant to any agreement on in-
termediate nuclear missiles. Gorba-
chev not only knows this. He knows
that even many Members of the U.S.
Congress understand it. So he appreci-
ates the fact that any insistence on his
part that intermediate missile negotia-
tions could not proceed if star wars
continues is irrelevant and is recog-
nized by everyone as irrelevant.

Why doesn't this Gorbachev agree-
ment to drop the star wars objection
to intermediate missile negotiations
indicate the probable success of such
negotiations? Answer: When Secretary
Gorbachev announced he was drop-
ping the star wars objections, he also
announced that he will insist that
France and England agree not to in-
crease their intermediate nuclear arse-
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nals. It is true that this does consti-
tute a very slight advance over the
previous Soviet posture. In the past,
the Soviets had insisted that French
and United Kingdom nuclear missiles
had to be included with United States
intermediate nuclear missiles deployed
in Europe in any agreed reduction.
Now the Soviets are only asking that
neither France nor England increase
the present size of their arsenal. If
that sounds like a reasonable expecta-
tion, it is not. Why won’'t England and
France meet this condition? Answer:
As Secretary Gorbachev certainly
knows, both France and England have
already commenced a major expansion
of their nuclear arsenals. Each of
these two European countries has an-
nounced plans for at least a 1,000 nu-
clear warhead force. Production of the
submarines and bombers to deliver
these additional nuclear weapons is
well underway. The U.S. position that
it cannot and will not negotiate for
other sovereign countries is correct.
We cannot. Neither the United King-
dom nor France seem inclined to limit
their planned new nuclear deploy-
ment. So the Gorbachev decision that
U.S. star wars progress will not pre-
vent him from reaching an agreement
with the United States on superpower
deployment of intermediate nuclear
missiles will make Gorbachev’'s posi-
tion less unreasonable and that is
about all it does. It does not signal suc-
cess for an arms control agreement to
limit or reduce superpower nuclear
weapons in Europe.

MYTH OF THE DAY: MEDICARE
BENEFICIARIES CAN PRICE
SHOP FOR MEDICAL CARE

Mr. PROXMIRE. Mr. President, the
myth of the day is that most Medicare
beneficiaries are in a position to effec-
tively price-shop for nonemergency
physician care.

One of the goals of this administra-
tion—which I strongly support—is to
introduce competition into the mar-
ketplace for nonemergency care. But a
central tenet of effective competition
is an explicitly defined price to the
consumer. And for most beneficiaries,
it is necessary to be clairvoyant if they
are to accurately project their poten-
tial out-of-pocket costs from different
providers for the same service.

For some beneficiaries, this problem
has been eased by the development of
Medicare reimbursement to Health
Maintenance Organizations [HMO's].
With HMO's the possibility of effec-
tive price-shopping is becoming a reali-
ty: beneficiaries can evaluate compet-
ing HMO benefit packages, their maxi-
mum out-of-pocket costs under each
plan, whether their preferred physi-
cian participates and the general repu-
tation for quality of each HMO.
Hardly a foolproof system. But a
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major improvement over the situation
which most beneficiaries face in at-
tempting to limit their out-of-pocket
costs and shop prudently for medical
care.

And with the tremendous reductions
which Medicare has been forced to
make in the last 5 years, the need of
beneficiaries to restrain their out-of-
pocket costs has become even more
pressing.

But how are beneficiaries who
cannot or do not want to join HMO'’s
supposed to price-shop for physician
services? Even when they want to
price-shop, or desperately need to do
50, it is virtually impossible to do so.

The reason lies in Medicare's incred-
ibly complex formula for part B reim-
bursement. Known as customary, pre-
vailing and reasonable [CPR], Medi-
care’s formula is a bewildering array
of formulas that make it impossible
for the beneficiary, and often for the
physician, to have any idea what Med-
icare will pay on the physician's bill.
Thus, even when a physician is willing,
and they often are, to assist those in
need, by charging the beneficiary no
more than their 20-percent copay-
ment, it is often impossible for a phy-
sician to even let the beneficiary know
in advance what that 20-percent co-
payment translates to in dollars.

The complexity derives from the
fact that Medicare pays the lowest of:
the physician’s actual charge for the
service the customary charge of the
physician for the same service based
on billings to Medicare from the prior
year or the prevailing charge—a figure
set at the 75th percentile of charges of
all physicians in the area for the same
service—and to complicate matters
even further increases in the prevail-
ing charge may not increase more
from year to year than increases in
the Medicare economic index.

All of this means that unless the
physician can remember what Medi-
care is paying this year for a specific
service, the beneficiary has no hope in
evaluating the relationship between
the bill they receive and what Medi-
care might pay.

But that’s not the end of the story.
The next question is whether the phy-
sician agrees to accept assignment,
meaning that the beneficiary is re-
sponsible only for the required 20-per-
cent copayment of Medicare's ap-
proved charge; if the physician refuses
assignment, the beneficiary faces the
20-percent copayment as well as the
difference between the actual charge
and Medicare’s approved amount—
and, in 1985, that difference was 26.2
percent.

And last, but not least, is the ques-
tion of whether the beneficiary has
met the required $75 deductible in the
year before Medicare pays a dime.
Hardly a reassuring scenario by which
the elderly can price-shop.

CONGRESSIONAL RECORD—SENATE

Consider the points made by the
Office of Technology Assessment
report:

Some physicians may not be able to recall
their Medicare approved charges when they
recommend to the patient that a specific
service be rendered, and when they refer a
patient to another physician for a special-
ized service, they may not know all of the
services that that physician may render,
much less the charges for those services.

For some infrequently performed proce-
dures rendered near the beginning of a fee
screen year, an approved charge for the pro-
cedure may not have been calculated for the
physician practice. Neither the beneficiary
nor the physician would then know the level
of the approved charge until a bill for the
service had been submitted.

At the beginning of a fee screen year a
physician would be likely to learn of that
year's allowed charges only as reimburse-
ments were received for services rendered in
the new fee screen year. A physician could
request information on those new approved
charges . . . but there was no organized in-
formation dissemination . . . to physicians.

With such a bewildering structure,
can there be any surprise at former
HCFA Administrator, Dr. Carolyne
Davis' statement that:

We get something like 9 million letters a
year on reimbursement, most simply want-
ing to know how the payment was arrived
at.

The bottom line is clear. As Con-
gress considers revision in Medicare’s
payment system, we need simplicity.
An explicit payment schedule that can
be understood by both the beneficiary
and the physician in advance. Only
then can competition truly flourish.
And only then will beneficiaries be in
a position to protect themselves from
high out-of-pocket costs.

MEETING THE NICARAGUA
PROBLEM

Mr. STENNIS. Mr. President, there
is a great deal of concern—I am cer-
tainly including myself with those
who have great concern—about the
trend of things, and the possible devel-
opments in Nicaragua.

So 1 want to make use of about 10
minutes to sum up and review this sit-
uation in part, and put my thoughts
for whatever they may be worth
before my fellow Members.

The only basis I have to make a
speech on this subject is some of the
background, happenings, and so forth
in the time since I have been here. I
will not take over about 10 minutes.

Soon after the end of World War II,
we assumed a major international
leadership role, where prior thereto
we had been leaning toward isolation-
ism. Our leaders and our people knew
this policy, knew the position, and
knew that it would be expensive when
we went into it. But, nevertheless, we
deliberately took over the responsibil-
ity.

As the leader of the free world, we
started paying a heavy price, a very
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heavy price, for that role shortly
thereafter because within just a few
years we were fully committed in the
Korean war, which cost us heavily in
manpower and in money. Thus, we
had fought our first undeclared war.

I remember so well standing just to
the rear of where I am now sitting
when I fully realized that we had actu-
ally sent troops into Korea, they were
engaged then in battle, and we had
not passed a resolution of declaration
of war which the Constitution plainly
and clearly says that Congress shall
have the power to declare.

Within a few years, we were fully
committed, as I said, in the Korean sit-
uation—the first time we fought delib-
erately an undeclared war. A few years
later, we became involved in the war in
Vietnam—again an undeclared war—
which also cost us severely in lives and
money. We have since then been in-
volved in Lebanon, Grenada, and in
one way or another in many other
countries around the world. Our com-
mitment throughout the world re-
quires us to maintain a military pro-
gram now costing us over $300 billion
a year, three times the amount it cost
to run our entire Government only 25
years ago.

I recite those facts as a background
for the opportunity I have had to ob-
serve and partly get the feel of, and
these conditions have influenced me in
my conclusion about Nicaragua and a
relatively small sum of money, in a
measure that the President has asked
us to authorize to spend there. It is a
lot of money in my book. But when it
comes to dealing with these interna-
tional affairs that I have related, it
certainly is not an extravagant figure.

We have had Castro, also, and his
regime in Cuba on our very doorsteps
for over 20 years in a threatening, un-
friendly, and positively closely aligned
way with the Soviet Union. Now we
have the present regime in Nicaragua
closely connected and supported with
weapons from the Soviet Union and
from Cuba with a clear and present
danger that their system and the
threat it represents will spread to
other Central American countries.
That doubly underscores and multi-
plies many times over my concerns. It
is not just Nicaragua, but also these
other countries are tied in with all of
Central America. The Lord only knows
what else could become involved.

We have had a lot of problems. We
met them the best we could. We have
been successful in part. I do not know
where the world would be by now if it
had not been for our effort. And the
real point we come to now is, What
will happen if we do not continue this
relatively small program that we have
now in Nicaragua—hoping against
hope that it will lead to something
better and hold things together, and
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thereby pave the way for the saving of
that area?

Promises of negotiation have not
been met. I cite these facts to show we
already have these problems and trou-
ble spots. We cannot avoid them now
by merely withdrawing, because they
will not go away. I think our people
want a strong, firm foreign policy.
They fully understand that there is
risk involved. Not only of money, but
they understand that it will cost far
more in resources and risks to our na-
tional security if we have a soft for-
eign policy, and are unprepared to
deal with the situations that may
arise. The problems confronting us in
Nicaragua will not go away of their
own accord. Instead, those problems
will grow and fester if left alone. We
cannot afford to leave it alone.

With the foregoing facts confronting
us, we are compelled to intervene by
providing some funds for assistance to
the Contras opposing the regime in
Nicaragua. The area surrounding Nica-
ragua could be the seedbed for future
trouble if we do not act now.

I repeat that for emphasis. If we do
not provide money to help the Contras
now, some of these countries are
highly vulnerable and run the risk of
being undermined in time by the same
type Marxist philosophy now present
in Nicaragua. This money is not what
is known as economic development aid.
This money is in reality military
funds, a distribution to the Contras to
carry on in the fight against Commu-
nists in Nicaragua. The only request to
us now is for $100 million to be used
by the Contras as outlined by the
President.

This plan is awkward, in a way, for
Nicaragua, and also the other neigh-
boring countries. But it carries the
hope and a potential for freedom and
democratic institutions in which all
countries in the area will eventually
share.

This limited involvement now aids
the chances for a successful ending of
this threat. We need to prevent devel-
opments in the area that are adverse
to the interests of the local countries,
and also definitely a threat to our
country.

I am convinced, Mr. President, that
we should act in this limited way, and
I am further convinced that our Secre-
tary of State, Mr. Shultz, understands
this problem, and will do an excellent
job.

Mr. President, Secretary Shultz has
proved his understanding, his know-
how, and his knowledge. He is a plan-
ner. He knows, in these uncertain
times, in these treacherous times, how
to proceed.

This is his recornmendation and it is
a recommendation of the President of
the United States that these funds be
supplied. It is unthinkable that we
withhold this money now and walk
away after having started the course.
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If we do not proceed now, we shall pay
a much greater price later, so let us
move forward with this plan.

Mr. President, I have outlined the
substance in a brief way, of my back-
ground of experience in these crises.

Mr. President, they are moving
toward us every day, closer and closer
and closer. Now, and this sounds like it
is way off, but it is within close dis-
tance with modern travel by air.

Mr. President, we must meet these
conditions now. We must not slacken,
we must not back up; we have started
on this course and I hope we can move
right on and approve this relatively
small amount. Let them know that we
are going to be willing to pay the nec-
essary price, and that we are not going
to yield.

Mr. President, I thank the Chair and
I thank those who have arranged for
our speaking during this period of
time. I yield the floor and I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. SPECTER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
KasTEN). Without objection, it is so or-
dered.

RECOGNITION OF SENATOR
SPECTER

The PRESIDING OFFICER. The
Senator from Pennsylvania [Mr. SPEc-
TER] is recognized.

IMPACT OF PROPOSED BUDGET
CUTS ON PENNSYLVANIA

Mr. SPECTER. Mr. President. I
report today on a series of hearings
which I held throughout Pennsylvania
to investigate the impact that the ad-
ministration’s proposed budget cuts
may have. The information that I re-
ceived has been very informative and
will be helpful to me in determining
my budget priorities as a series of
votes will come before the Senate.
There is a great concern throughout
my State on what the budget revisions
will mean. There is a general under-
standing that the deficit must be re-
duced and eventually eliminated. How-
ever, cuts in programs should be fair
and evenly distributed. This principle
is not evident in the proposed budget.

Any budget proposal should take
into account the special circumstances
of States which have special needs,
and that involves a State like Pennsyl-
vania, which, regrettably, has not
shared in the economic recovery. Cer-
tain regions of the State continue to
suffer from levels of high unemploy-
ment, and subsequent loss of tax base,
I cannot support the proposed budget
provisions that will impose undue
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hardships on Pennsylvanians and
hinder my State’s ability to continue
the economic gains that are being
made.

I suggest, Mr. President, that the sit-
uation is not unique for Pennsylvania
but is duplicated in many other areas
of the United States. So there will
have to be careful targeting as we
work through the process of cutting
the deficit, but still give appropriate
care and attention to areas of need in
this Nation.

At my hearings, many concerned
Pennsylvanians testified on matters
regarding education, mass transit, vet-
erans’ affairs, job programs, job corps,
transportation, UDAG's health and
human services, general revenue shar-
ing, housing, small business, juvenile
justice, and environment. I was very
much impressed with their breadth of
knowledge and their commitment to
efficient, high quality public service. I
came away convinced that the budget
cuts which were discussed would have
to be very carefully tailored so that
the needs of areas of our Nation like
my own State will be met.

City officials testified that they were
quite disturbed by the proposed
budget cuts in programs such as urban
mass transit, urban development
action grants, where the UDAG's have
been leveraged for very fine city im-
provements which have yielded a
strong tax base and have yielded more
in taxes and revenues to the Federal
Government than the initial expendi-
tures; much concern about the Eco-
nomic Development Administration,
which again has a record for a positive
yield on the investment and the Feder-
al outlays; great concern about urban
mass transit, where the elimination on
a drastic basis of Federal support
would result in extraordinarily high
increases at the fare box, would dis-
courage people from using mass tran-
sit, and would undercut the ability of
many, simply stated, to be able to get
to work. Concern was also expressed at
the cuts in housing rehabilitation and
development programs, general reve-
nue sharing and job programs. These
are some of the programs that are es-
sential to a successful rebuilding of
our urban centers, where millions of
Americans, including many of our less
fortunate low-income, unemployed,
and older adults live. Other witnesses
testified on particular subject areas
which I will briefly describe.

EDUCATION

Educators were very much con-
cerned with the inevitable loss of
equal access to educational opportuni-
ty given the proposed changes to Pell
grants, national defense student loans,
and guaranteed student loans. Accord-
ing to these sources, decreases in such
aid would compel a good portion of
students currently attending colleges
to forfeit or delay their education.
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They also stressed that these proposed
cuts will in fact act to deny students
the right to attend the college of their
choice. The cuts will result in the se-
lection of a college being based on fi-
nancial, rather than academic criteria.
They testified that many students and
their families find themselves unable
to meet the rising costs of education
without outside assistance. The elimi-
nation/reduction in the aforemen-
tioned programs would leave thou-
sands of students faced with a very
difficult situation: That is, that there
would simply be no other sources from
which to acquire funds for education.
As one person stated, “If you think
education is expensive, try ignorance.”

It is very important, as we assess the
Federal budget on education, that we
bear in mind that education is realisti-
cally viewed as a capital asset, and
that the investment in the future of
scholarship is a great thing for Amer-
ica. It is an expenditure which has to
be made if we are to keep pace with
the Soviets and other great world
powers and if we are to keep pace with
the modern industrial nations like
West Germany, Japan, and other
evolving nations.

MASS TRANSIT

The testimony from mass transit of-
ficials pointed to the fact that, if oper-
ating subsidies are eliminated, there
will be dramatic cutbacks in service
and unavoidable fare increases. Many
mass transit users are poor and elder-
ly, and they would suffer the most
from these increased charges. Reduc-
tions in capital funding, along with
proposed mixing of highway and mass
transit block grants, will mean the
eventual decay of critical infrastruc-
ture that has taken so long to build.
Elimination of the gas tax exemption
for bus fuel would also impair transit
authorities’ ability to provide afford-
able service.

Amtrak officials testified that
Amtrak would simply have to shut
down if the administration’s proposed
cuts in subsidies are adopted. Amtrak
contributed hundreds of millions of
dollars to the economy last year
through the purchase of goods and
services and its payroll. Amtrak also
described the dismal situation the
transportation industry and the
Nation would face if Amtrak were ter-
minated: Increased air and highway
congestion, other transportation in-
conveniences, and a loss of some 25,000
jobs.

VETERANS

Great concern was shown, Mr. Presi-
dent, from veterans who came to my
hearings all across Pennsylvania. They
were especially concerned about reduc-
tions in medical care, medical treat-
ment.

Witnesses testifying on behalf of
Pennsylvania veterans stated that the
budget proposals will cause a decline
in all aspects of VA programs and serv-
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ices. They charge that cuts are being
made without regard to past efficien-
cies and cost cutting which reportedly
have generated over $2 billion in sav-
ings over the past 5 years.

With respect to the veterans’ issue,
it has to be remembered that, unlike
many grants or gifts which the Feder-
al Government undertakes, the com-
mitments to the Nation’s veterans are
obligations which are undertaken for
services performed.

JOBS PROGRAMS

The Pittsburgh Job Corps Director
testified that, if the administration’s
proposals are accepted, $5 million
would be lost to the local economy. In
addition, the opportunity to break the
cycle of welfare, one of the President’s
stated goals, would be eliminated for
the 1,000 local youths who participate
every year. He questioned the budget's
logic given administration’s studies,
and numerous independent studies
which reportedly prove conclusively
that there is a return on investment of
$1.46 for every dollar invested in the
Job Corps. He testified that the Presi-
dent’s budget entails 38 to 64 center
closings, 32,000 fewer new enrollees,
and 6,200 lost staff jobs nationwide.

JUSTICE

Juvenile Justice, Justice Assistant,
and Victim Assistance Programs would
be critically injured by budget propos-
als. These programs have shined in
their success until now and we should
not allow them to be eliminated. To do
so would serve only to negate much of
the progress already achieved. Their
importance to my State was stressed
in testimony.

SMALL BUSINESS ADMINISTRATION

The firm consensus of all those who
testified on behalf of the Small Busi-
ness Administration [SBA] was that
the SBA has exerted a tremendously
positive influence, providing much
needed financial and management as-
sistance to small businesses. The SBA
assistance programs have greatly en-
hanced the ability of small businesses
to compete effectively in the market-
place, and thereby continue to provide
valuable and essential services. Elimi-
nation of the SBA and its programs
would seriously curtail the growth of
small businesses as a positive force in
our economy, reduce the competitive
nature of our business sector, and
raise unemployment.

ENVIRONMENT

Representatives of the Sierra Club
expressed great concern over the ad-
verse consequences that would result
from the cuts in environmental pro-
grams. Testimony stated that Pennsyl-
vania stands to lose over $640 million
in 1987 (a good portion of which would
come from elimination of grants for
construction of sewage treatment
plants). The continuation of the pres-
ervation and cleanup of Pennsylva-
nia’s rivers and streams is of critical
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importance. As such, all testimony
stressed that we can ill afford to allow
the tremendous progress made in envi-
ronmental protection to be reversed or
negated.

HOUSING,/UDAGS,/CDBG/EDA

City officials across the State testi-
fied as to the devastating effects that
proposed reduction and/or elimination
of UDAG's, CDBG’s, housing pro-
grams, and economic development
would have on their cities and sur-
rounding areas. All who testified reit-
erated their support for and under-
standing of the need to reduce Federal
spending and eventually eliminate the
deficit. However, they expressed deep
concern over the indiscriminate
manner in which the proposed budget
cuts appear to have been made. The
recurrent theme of each person who
testified was that the loss of Federal
funds will create great havoc and place
a tremendous burden on local munici-
palities who cannot replace those
funds through increased tax revenue.
The end result—dramatic curtailments
and cutbacks in essential services, pro-
grams, and employment.

Officials substantiated their argu-
ments for the continuation of
UDAG's/CDBG's in describing dozens
of examples where these grants were
the pivotal leveraging mechanism for
financing such varied projects as hous-
ing development/rehabilitation, urban
revitalization, commercial develop-
ment, public safety, and street im-
provements.

HHS

Officials testifying for agencies who
provide health and human services
programs described an equally dismal
situation should proposed cuts in their
funding be enacted. Given previous re-
ductions in funding levels for many
HHS areas, the additional proposed
cuts would force agencies to make ex-
tremely difficult decisions in determin-
ing the priorities for the distribution
of their scarce resources. Affected pro-
grams include nutritional service, em-
ployment and training, education,
health, housing, and other vital pro-

grams.

For example, a study conducted by
the Urban Institute here in Washing-
ton concluded that Allegheny County
is one of the most heavily dependent
upon Federal assistance for social serv-
ices. Of the nearly $1.5 billion spent
annually in Allegheny County for
these services, 77 percent comes from
the Federal Government. Should the
county lose those funds, the immense
impact of the loss becomes painfully
clear. These cuts are especially diffi-
cult for an area which has experienced
such a dramatic loss of manufacturing
jobs and tax base.

In summation, Mr. President, I have
acquired valuable information from
and insight into the concerns of Penn-
sylvanians regarding the fiscal year
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1987 budget. When the 1981 tax and
budget cuts were enacted, one major
premise was that, as the Federal Gov-
ernment reduced grants for social
service, State and local governments
would step in to fill the gap. In the
case of Pennsylvania, that apparently
cannot happen. Given this, it is clear
that, while the Federal Government
continues to shift the financial burden
to the State and local levels, those
governments find themselves without
sufficient financial resources to ad-
dress many of the problems which
were originally conceived as being na-
tional goals and objectives. Therefore,
as we in Congress continue to strive
toward our goal of eliminating the
Federal deficit, we must remember
that we have a duty to tailor the Fed-
eral budget to the real needs of the
country, and to the diverse circum-
stances of the States. I will be working
vigorously to assure that this is accom-
plished.

Mr. President, I have attached a list
of the witnesses who testified and
where these hearings were held, and I
ask unanimous consent that it be in-
cluded in the RECORD.

There being no objection, the list
was ordered to be printed in the
RECORD, as follows:

BupGer HEARING WITNESS LisT, FRIDAY,
FEBRUARY 14, 1986—ERIE, PA

Joseph Schleicher, Board of Erie Metro
Transit Authority.

Jim MeclIntosh, V.P.,, Amalgamated Transit
Union Local 568.

Richard Ace, Steward, Amalgamated Tran-
sit Union Local 568.

Hayes Hamilton, Transit Passenger.

Michael Crockett, Transit Passenger.

Ruth Long, Transit Passenger.

Alice Pacek, Transit Passenger.

Alvira Carson, Transit Passenger.

Thelma Grady, Transit Passenger.

Bupcer HEARING WITNESS LIST, SATURDAY,
FEBRUARY 15, 1986 —PHILADELPHIA, PA

David Boonin, Mayor's Director for Inter-
governmental Affairs.

Timothy Gillespie, Senior Director, Con-
gressional Affairs, Washinton, DC.
Amtrak.

Lewis F. Gould, Chairman of the Board,
SEPTA.

Robert Gerard, Vice President, Mellon Bank
(East).

Kenneth Staley, Vice President,
Staley & Sons, Inc.

Bob Sorrel, Executive Director,
League of Philadelphia.

Vera Gunn, Philadelphia Urban Coalition.

Sister Charity Kohl, Administrator, Cora
Services.

Johnathan Stein, Executive Director, Com-
munity Legal Services—Ronald Harper,
President, Board of Trustees.

Brother Patrick Ellis, President, La Salle
Univ.

Perry Lenzer, Business Manager, Cheyney
Univ.

BupceT HEARING WITNESS LisT MONDAY,
FEBRUARY 17, 1986—Pi1TTSTON, PA

Honorable David Wenzel, Mayor, City of
Scranton.
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Honorable Thomas McLaughlin, Mayor,
City of Wilkes-Barre.

Mrs. Rachel Lohman, Director, Financial
Aid Office, Wilkes College, Wilkes-Barre,
Pennsylvania.

Mr. Fred Letteri, Executive Director, Scran-
ton-Lackawanna Human Development
Agency.

Mr. Sanford Sutherland, President, Board
of Directors, Economic Development
Council of Northeastern Pennsylvania.

Mr. Howard Grossman, Executive Director,
Economic Development Council of

Northeastern Pennsylvania.

Mr. James J. Decker, Executive Director,
County of Lackawanna Transit System,
Immediate Past President, Pennsylvania
Mass Transit Association Directors.

BUDGET HEARING WITNESS LiIsT, FEBRUARY
17, 1986—ALLENTOWN, BETHLEHEM, EASTON
AIRPORT, PA

Donald Bernhard, Director of Community
Development, City of Allentown.

Renee Saleh, Director of Financial Aid,
Kutztown University, Vice President,
Pennsylvania Association of Financial
Aid Administration.

Armando V. Greco, Executive Director,
Lehigh and North Kingston Transit Au-
thority.

Bernadette Kuebler, Chairman, Allentown
Housing Authority.

BupGeET HEARING WITNESS LisT, MONDAY,
FEBRUARY 17, 1986—PITTSBURGH, PA
Honorable Pete Flaherty, Allegheny County

Commissioner.

David Donahoe, Mayor's Office,

Father Donald Nesti, President, Duquesne
University, Lois Behr, Student.

Bill Millar, Executive Director, Port Author-
ity Transit.

Leo McDonough, President, Smaller Manu-
facturers Council and Frank Fairbanks,
Past President, Smaller Manufacturers
Council.

Vince Doran, Executive Director, Job Corps.

Joseph Pulgini, Director, Allegheny County
Department of Veterans' Affairs.

Richard Drnevich, Director of Redevelop-
ment, Allegheny County Redevelopment
Authority or Housing.

Tom O’'Shea, Deputy Director, Area Agency
on Aging.

BunGeT HEARING WITNESS Li1sT, FEBRUARY
22, 1986—HARRISBURG, PA

Mayor Stephen Reed, Harrisburg.

Andy Thompson, National Service Officer,
Disabled American Veterans.

Charles Coder, Executive Director, Small
Business Development Center, Bucknell
University.

James Hoffer, General Manager, Capitol
Area Transit.

Jeff Schmidt, Governmental Liaison, Penn-
sylvania Sierra Club.

James Thomas, Executive Director, Penn-
sylvania Commission on Crime and De-
linquency.

Jeff Birringer, Managing Attorney, Harris-
burg Legal Services.

David Helfman, Assistant Research Direc-
tor, Pennsylvania State Education Asso-
ciation.
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Donald Raley, Director of Financial Aid,
Dickinson College.
Mayor Martin Schneider, Lebanon.

BupceT HEARING WITNESS LisT, MONDAY,
FEBRUARY 24, 1986—JOHNSTOWN, PA

Herbert Pfuhl, Mayor of Johnstown.

Thomas Klaum, Executive Director, Cam-
bria-Somerset Council of Governments.

Harold Jenkins, Executive Director—Cam-
bria County Transit.

John Henry, Director—Cambria County
Human Services.

Thomas Wonders, Director of Admissions
and Financial Aid—University of Pitts-
burgh.

Tina Eppolito, Student Recipient of Finan-
cial Aid.

John Torres, Director of Community Eco-
nomics Development.

George Walter, Deputy Director, Communi-
ty Development.

Robert Symon, Project Director, Communi-
ty Service Employment Program.

Bupcer HEARING WITNESS LisT, MONDAY,
FEBRUARY 24, 1986—Altoona, PA

David Jannetta, Mayor of Altoona.

William Stouffer, Chairman—County Com-
missioner of Blair County.

Donna Gority, Blair County Commissioner
Speaking on Human Services.

Charles Catteral, Executive Director—Al-
toona Housing Authority.

Dr. Edward Pierce, President—Mt, Aloysius
Jr. College.

Student From Mt. Aloysius Jr. College.

Mr. SPECTER. Mr. President, I
thank the Chair. I yield the floor.

FEDERAL DEBT RECOVERY ACT

Mr. COCHRAN. Mr. President, I ask
unanimous consent that the Senate
now turn to the consideration of Cal-
endar No. 554, S. 209, the Federal
Debt Recovery Act, and that it be con-
sidered under the following agree-
ment: That no amendments be in
order with the exception of the com-
mittee-reported amendments; that no
motions to recommit with instructions
be in order; 2 minutes on any debata-
ble motions, appeals, or points of
order, if so submitted to the Senate;
that the vote on final passage of S. 209
occur at 11:30 a.m.; and that the agree-
ment be in the usual form.

The PRESIDING OFFICER. With-
out objection, it is so ordered. The bill
will be stated by title.

The legislative clerk read as follows:

A bill (8. 209) to amend chapter 37 of title
XXXI, United States Code, to authorize
contracts retaining private counsel to fur-
nish collection services in the case of indebt-
edness owed the United States.

There being no objection, the Senate
proceeded to consider the bill, which
had been reported from the Commit-
tee on Governmental Affairs, with
amendments, as follows:

(The parts of the bill intended to be
stricken are shown in boldface brack-
ets, and the parts of the bill intended
to be inserted are shown in italic.)
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Be il enacted by the Senate and House of
Representatives of the United Stales of
America in Congress assembled, That this
Act may be cited as the “Federal Debt Re-
covery Act of 1985",

Sec. 2. Section 3718 of title 31, United
States Code, is amended—

[(1) by striking out subsection (d);]

[(2)] (1) by redesignating subsections
[(b) and (¢)] (b), (c), and (d) as subsections
[(d) and (e),] (d), fe), and (f), respectively;

[(3)] 72) in subsection (d), as redesignated
by paragraph [(2),] (1), by inserting “or
(b)" after “subsection (a)"”;

[(4)] (3) in subsection (e), as redesignated
by paragraph [(2), (1)-]

(A) by inserting “or (b)” after “fa)” in the
first sentence; and

(B) by striking out “(b)” in the second sen-
tence and inserting in lieu thereof “(d)""; and

[(5)] r4) by inserting after subsection (a)
the following new [subsection:] subsec-
tions:

“(bX1) The Attorney General may make
contracts retaining private counsel to fur-
nish legal services, including representation
in negotiation, compromise, settlement, and
litigation, in the case of any claim of indebt-
edness owed the United States. If the Attor-
ney General makes a contract for legal serv-
ices to be furnished in any judicial district
of the United States under the first sen-
tence, the Attorney General shall use his
best efforts to retain, from among attorneys
regularly engaged in the private practice of
law in such district, more than one private
counsel to furnish such legal services in
such district. Each such contract shall in-
clude such terms and conditions as the At-
torney General considers necessary and ap-
propriate, including a provision specifying
the amount of the fee to be paid to the pri-
vate counsel under such contract or the
method for -calculating that fee. The
amount of the fee payable for legal services
furnished under any such contract may not
exceed the fee that counsel engaged in the
private practice of law in the area or areas
where the legal services are furnished typi-
cally charge clients for furnishing legal
services in the collection of claims of indebt-
edness, as determined by the Attorney Gen-
eral, considering the amount, age, and
nature of the indebtedness and whether the
debtor is an individual or a business entity.

“(2) The head of an executive or legisla-
tive agency [may] may, subject to the ap-
proval of the Attorney General, refer to a
private counsel retained under paragraph
(1) of this subsection claims of indebtedness
owed the United States arising out of activi-
ties of that agency.

*“(3) Notwithstanding sections 516, 518(b),
519, and 547(2) of title 28, a private counsel
retained under paragraph (1) of this subsec-
tion may represent the United States in liti-
gation in connection with legal services fur-
nished pursuant to the contract entered
into with that counsel under paragraph (1)
of this subsection.

“(4) A contract made with a private coun-
sel under paragraph (1) of this subsection
shall include—

“(A) a provision permitting the Attorney
General to terminate the contract if the At-
torney General [finds] delermines that the
termination of the contract is [in the public
interest:] for the convenience of the Govern-
ment;

‘“(B) a provision permitting the Attorney
General to have any claim referred under
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the contract returned to the Attorney Gen-
eral if the Attorney General finds such
action to be in the public interest;

“(C) a provision permitting the head of
any executive or legislative agency which
refers a claim under the contract to resolve
a dispute regarding the claim, to compro-
mise the claim, or to terminate a collection
action on the claim; and

“(D) a provision requiring the private
counsel to transmit [monthly] periodically
to the Attorney General and the head of
the executive or legislative agency referring
a claim under the contract a report on the
services relating to the claim rendered
under the contract during the [month]
period for which the report is made and the
progress made during [the month] such
period in collecting the claim under the con-
tract.

“(5) Notwithstanding the fourth sentence
of section 803(6) of the Fair Debt Collection
Practices Act (15 U.S.C. 1692a(6)), a private
counsel performing legal services pursuant
to a contract made under paragraph (1) of
this subsection shall be considered a debt
collector for the purposes of such Act.

“(e) 1) The Attorney General shall trans-
mit to the Congress an annual report on the
activities of the Department of Justice to re-
cover indebtedness owed the United States
which was referred to the Department of
Justice or to a private counsel for collection.
Each such report shall include a list, by
agency, of the total number and amounts of
collected and uncollected claims of indebt-
edness which were referred to the Depart-
ment of Justice or fo a private counsel for
collection, shall separately specify any un-
collected claim of indebtedness which was
covered by a contract (A) which was termi-
nated by the Attorney General under sub-
section (b} 4)A) of this section or (B) under
which the claim was returned to the Attor-
ney General under subsection (b)}4)XB) of
this section, and shall describe the progess
made by the Department of Justice in col-
lecting uncollected claims of indebtedness
during the one-year covered by the report.

“(2XA) The Comptroller General of the
United States shall carry out an annual
audit of the actions taken by the Attorney
General under subsection (b) of this section
during the preceding twelve months. The
Comptroller General shall determine the
extent to which there is competition among
private counsel to obtain contracts awarded
under such subsection, the reasonableness
of the fees provided in such contracts, the
diligence and efforts of the Attorney Gener-
al to retain counsel in accordance with the
provisions of this section, and the results of
the debt collection efforts of private counsel
retained under such contracts.

“(B) After completing each audit under
subparagraph (A), the Comptroller General
shall transmit to the Congress a report on
the findings and conclusions resulting from
the audit.”.

Sec. 3. Not later than [sixty] 180 days
after the date of enactment of this Act, the
Attorney General of the United States shall
transmit to the Congress a report on the ac-
tions taken under section 3718(b) of title 31,
United States Code (as added by paragraph
[5] r4) of section 2 of this Act).

Mr. COCHRAN. Mr. President, I ask
for the yeas and nays on the bill.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.
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The yeas and nays were ordered.

Mr. COCHRAN. Mr. President, I am
very pleased that the Senate is today
considering the Federal Debt Recov-
ery Act. Our subcommittee of the
Governmental Affairs Committee con-
ducted hearings on the bill at the re-
quest of the distinguished Senator
from New York [Mr. D’AmaTo]. After
considering the testimony and the pro-
posal the subcommittee had made for
reporting the bill, the committee did
report the bill and is recommending to
the Senate today that it enact this bill
and send it to the House.

I commend the distinguished Sena-
tor from New York for his leadership
in developing this legislation and in as-
sisting to bring it before the Senate.

This legislation provides authority
for the Federal Government to employ
private attorneys to assist in the col-
lection of delinquent debts that are
owed to the Federal Government.

For some time, private collection
agencies have been employed by the
Government to assist in collecting
these debts, but there has been an ab-
sence of authority to use private attor-
neys. The Department of Justice has
been the sole legal counsel and litigant
authorized to proceed against those
who owe the Government money and
will not pay it. So any judgments ob-
tained against individuals who owe the
Government money have been ob-
tained through the use of U.S. attor-
neys throughout the country.

The workload has become immense.
The number of outstanding debts that
are not being collected because of the
failure to be able to employ private
counsel have risen dramatically over
the years. It is important that we pass
this legislation and that we provide
this additional authority to employ
private counsel.

Mr. President, at this time I yield to
the distinguished Senator from New
York such time as he may consume.

The PRESIDING OFFICER. The
Senator from New York is recognized.

Mr. D’AMATO. Mr. President, I
thank my distinguished colleague, the
Senator from Mississippi [Mr. Coch-
RAN], for his aid in making it possible
for us to consider S. 209 today. His
counsel, June Walton, and the staff di-
rector, James Lofton, have been of in-
valuable assistance with respect to this
legislation.

Mr. President, I am pleased to rise
today to support passage of S. 209, the
Federal Debt Recovery Act of 1985.
This bill will assist the Federal Gov-
ernment in recovering hundreds of
millions of dollars in delinquent
nontax debts that currently go uncol-
lected. S. 209 is virtually identical to S.
1668 which passed the Senate on July
25, 1984, by a vote of 96 to 1.

S. 209 has been reported unanimous-
ly by the Governmental Affairs Com-
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mittee. It was a subject of hearings by
the Energy, Nuclear Proliferation, and
Government Processes Subcommittee
on September 26, 1985. I want to
thank Chairman CocHRAN and the
subcommittee staff, especially Chief
Counsel June Walton, and the staff di-
rector, James Lofton, for all the help
they have provided in getting this im-
portant legislation to the floor at this
time.

The bill before us today will permit
the Attorney General to contract with
private attorneys to furnish legal serv-
ices in connection with the recovery of
nontax indebtedness owed the United
States. It will enable the Federal Gov-
ernment to begin the process of recov-
ering billions of dollars in nontax de-
linquent debt in a timely, systematic,
and fair manner. No appropriations
are required for this bill because attor-
neys will be compensated only from
the proceeds collected. As I speak,
there is more than $24 billion worth of
overdue delinquent nontax debt out-
standing.

A companion bill, H.R. 979, has been
introduced by Congressman Jim
Moopy. Hearings will be held in the
House Judiciary Committee in the
near future. I am confident that my
House colleagues will be encouraged
by today's Senate action to press for
swift consideration and passage of this
vital legislation. Each day, delinquent
nontax debts cost the Federal Govern-
ment $15.37 million due to lost inter-
est, increased Government borrowing
costs, and debts lost to the statute of
limitations. We cannot afford to
permit these funds to continue to go
uncollected. The 99th Congress has
the duty to achieve deficit reduction
wherever possible. This legislation is a
clear opportunity to carry out that re-
sponsibility.

I have worked on this legislation for
more than 3 years. In 1983, when I in-
troduced previous bills on this subject
with former Senator Percy, the
amount of nontax delinquencies was
$16 billion. When I introduced S. 209
in the 99th Congress, the amount of
nontax delinquencies had grown to
$19.9 billion—an increase of 24 per-
cent. At the end of fiscal year 1985,
that amount had soared to $23.9 bil-
lion—an increase of another 20 per-
cent. Clearly, the problem is getting
worse at a time when deficit reduction
goals are forcing us to make hard
choices about funding levels for vari-
ous federally aided programs.

The most significant benefit of this
bill is that it will bring desperately
needed dollars back into the Treasury;
however, a beneficial byproduct is that
it will help restore the integrity of
many Federal loan programs that
have lost support in large part due to
the Federal Government's inability to
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manage its debt. Failure to implement
professional debt-management proce-
dures has led to a proliferation of seri-
ously delinquent debts. There is now
at least $14.9 billion in nontax delin-
quencies that are more than 1 year
overdue—an increase of 21 percent
from fiscal year 1984. I think it is a
shame that we end up cutting dollars
from worthwhile programs in the
name of deficit reduction when, with
better credit management, the funds
would be there to fund the programs.

Mr. President, many of the figures I
have cited are summarized in two
simple tables my staff has prepared. 1
ask unanimous consent, therefore,
that they be printed in the Recorp in
their entirety at this point.

There being no objection, the tables
were ordered to be printed in the
REcoORD, as follows:

DEBT OWED THE FEDERAL GOVERNMENT
[Dollar amounts in billions)

End of
fiscal

Total debt owed Federal Government ...

Tax

Written-off in fiscal year 1984
Government borrowing rate (percent)

DAILY/ANNUAL STATISTICS ON DELINQUENT DEBT

Moneys lost to the statute limitations......
Increased G borrowing costs:
Lost interest (at rate of & percent) .
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DEBT COLLECTION ACTIVITY—Continued
{Doliar amounts in millions]

+10
+6
+313
+20
+19

+19

S—— . 1]
cicrenes. 29,145

e 49,615

23,907
35,283

59,1%0

Grand total......... 741

Mr. D’AMATO. Mr. President, for
years, Federal agencies have continued
to make billions of dollars available in
loans under a myriad of different pro-
grams. Until very recently, however,
there has not been a corresponding
effort to assure that debts are repaid
on time. The Debt Collection Act of
1982 was a significant beginning in the
Federal Government’s effort to gain
control of its burgeoning collection
problems. As a result of that act and
subsequent program initiatives, the
Federal Government is starting to im-
plement modern tools of credit man-
agement, such as automated tracking
of accounts, sharing of information re-
garding debtors among Federal agen-
cies, and the use of collection agencies.

In 1984, the enactment of the Deficit
Reduction Act allowed the Internal
Revenue Service to offset delinquent
debts against income tax refunds oth-
erwise due to taxpayers. Under that
act, debtors must be given 60 days
notice prior to such an offset and must
be allowed to bring their accounts into
current status, establish payment
schedules, or pay in full prior to the
effective date. As of December 1985,
$14.8 million has been collected
through voluntary payments as a
result of offset notices sent to taxpay-
ers. The IRS will be able to continue
this practice through 1986. I commend
this administration for committing
itself to bringing 20th century tech-
niques into our debt collection efforts.
The retention of private attorneys, as
provided for in S. 209, however, is the
next logical step in good credit man-
agement.

Many debtors with the financial
ability to repay their debts have stead-
fastly refused to pay them; they have
learned that debts owed to the Federal
Government are unlikely to be pur-
sued, reduced to judgments, and en-
forced. Unfortunately, they are right.
Many of these debtors have proven to
be affluent professionals.

The Justice Department is ill-
equipped to handle the massive
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volume of delinquent tax debts ($35.3
billion), let alone the delingquent
nontax debts ($23.9 billion). DOJ has
higher priorities, such as fighting or-
ganized crime, drug trafficking, extor-
tion, and other serious felonies.

As of July 31, 1985, there were
92,978 delinquent debt cases pending
at DOJ, as well as 210,557 other cases
and matters. Of the debt collection
cases, 18 percent were over 4 years old;
in many of them, no action had yet
been instituted. Even in those cases
where judgments were secured, often
the critical step of enforcement action
was not taken to actually collect
moneys owed to the Treasury.

At the close of fiscal year 1985, there
were 6,937,757 delinquent nontax
debts. At the same time, there were
158,285 overdue accounts pending at
DOQJ, independent of the tens of thou-
sands of other criminal and civil cases
and other matters also pending there.
A total of less than 75,000 lawsuits of
any nature, in which the Federal Gov-
ernment was the party plaintiff, were
brought by DOJ during 1985. Even if
all of the 75,000 lawsuits were collec-
tion cases, which they were not, the
cases would represent less than 2 per-
cent of the delinquent debts owed the
Federal Government. The point is
clear: The sheer volume of delinquent
accounts overwhelms the resources of
DOJ. For example, as of July 31, 1985,
DOJ had terminated only 4,390 debt-
collection cases. At the same time,
there were another 25,344 cases re-
ferred by Education Department pend-
ing at DOJ.

As a result of the immensity of the
task assigned to it, DOJ occasionally
publicizes its efforts to pursue delin-
quent debtors in order to deter others
from failing to pay their debts. Such
publicity makes a brief splash, but
without diligent follow through—se-
curing judgments and, most impor-
tantly, enforcing them and collecting
the amounts owed—these incidents do
not serve the Government well be-
cause the debt remains unpaid and
debtors may have been subjected to
extreme embarrassment and humilia-
tion.

An article illustrating this very point
appeared in the March 6 issue of the
Washington Post. It tells the story of
an employee of a quasi-Government
agency who was arrested by U.S. mar-
shals and brought before a U.S. magis-
trate for failure to repay a student
loan of $1,100. The Government had
obtained a judgment against this
debtor, but after 5 years, was unable
to reduce the judgment to payment.
Under the Deficit Reduction Act, the
wages of the debtor could have been
garnished to repay the debt; instead,
the Government chose the intrusive
option of arresting the debtor. This
type of police-state tactics would not
be tolerated if practiced by the private
bar. In fact, there are severe penalties
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in Federal laws aimed at those who
would abuse consumer debtors. Mr.
President, I commend this article to
the attention of the Senate, and I ask
unanimous consent that it be printed
in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Mar. 6, 1986]
U.S. WORKER ARRESTED IN STUDENT LOAN
Case AFTER LONG SEARCH
(By Nancy Lewis)

A 4l-year-old Northwest Washington man
who for five years eluded the federal gov-
ernment’'s efforts to collect a $1,100 court
judgment against him for an unpaid student
loan while at the same time working for the
Federal Deposit Insurance Corp. was arrest-
ed yesterday by U.S. marshals.

“When you ignore a contempt of court
[summons] . . . you can expect to have U.S.
marshals take you into custody and bring
you before the court,” Assistant U.S. Attor-
ney Royce C. Lamberth said after Ronald A.
Sanders of 49 Seaton Place NW was arrested
at his home.

U.S. Magistrate Arthur L. Burnett told
Sanders that he could have “avoided embar-
rassment” if he had simply answered the
government's inquiries. In the future, Bur-
nett said, “come down here and people will
try to help you.”

Sanders, who told Burnett that he hadn’t
received all of the court's summons because
of “domestic problems,” and simply that the
incident had been “humiliating.”

The government had been trying for five
years to get Sanders to set up a repayment
plan for the balance, plus interest, on two
loans, totaling $1,700, that he received while
attending Central State University in Wil-
berforce, Ohio.

The order to bring Sanders into court was
approved Jan. 22 by U.S. District Judge
John Pratt after the government was
unable to find out where Sanders worked.
Although federal agencies have several pro-
grams designed to uncover federal employes
who have defaulted on student loans, none
apparently turned up Sanders, officials said.

“We do not intend to allow people to
ignore their obligation to repay money they
owe the United States,” Lamberth said. “In
this day of federal deficits, the money we
can obtain from debt collections, while
small in individual cases, is staggering in its
total impact on the federal treasury."”

Richard Hastings of the Department of
Education said that of all federal loan pro-
grams, about $5 billion is in default. For
guaranteed student loans, made by private
financial institutions and backed by the gov-
ernment, the rate of default is about 10 per-
cent, he said.

For direct student loans, the default rate
is about 14.5 percent.

As part of its increased efforts, Hastings
said, the names of more than 18,000 people
who are in default on their loans have been
sent to federal prosecutors for collection.

Lamberth sald that in the District the
government is trying to collect on about
1,000 judgments. The wages of more than
100 federal employes here are being gar-
nished.

Government officials said that they
expect Sanders' pay would be garnished if
he did not propose a satisfactory repayment
schedule.

Mr. DPAMATO. Mr. President, the
legal process should not be used to
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frighten debtors into paying their
debts. I firmly believe that a systemat-
ic approach to debt collection, com-
bined with a meaningful threat of liti-
gation as a last resort, is the best way
to collect delinquent debts. Moreover,
S. 209 specifically states that the Fair
Debt Collection Practices Act applies
to attorneys handling debt collection
cases for the Federal Government.
Thus, attorneys must recognize the
basic rights and liberties of consumers
while utilizing all available legal col-
lection tools.

I am pleased that DOJ supports my
legislation. Over the last several years
of work on this bill, DOJ has come to
agree with its privatization approach.
This idea was recommended by the
President’s Private Sector Survey on
Cost Control—the Grace Commission.

S. 209 will freeup DOJ attorneys,
some of our very best Federal lawyers,
for the challenging and important
work they were hired to do. It certain-
ly is questionable whether DOJ should
have to treat debt collection as one of
its top priorities. Certainly, it is impor-
tant to recover these delinquent debts,
but I believe that DOJ attorneys are
best employed as crime fighters, not as
bill collectors.

Collection agencies are vital to the
Government’s effort to collect these
delinquent debts. However, as noted in
a 1983 GAO study, collection agencies
efforts are hampered by their inability
to threaten debtors with legal suits.
Without the added tool of litigation,
collection agencies employed by the
Education Department have only been
able to achieve a collection rate of 6.6
percent. In the private sector, where
the threat of litigation is meaningful,
the collection rate for similar debts
would be as high as 30 percent to 40
percent.

S. 209 is the product of extensive dis-
cussion and deliberation with the Jus-
tice Department, the Education De-
partment, and many others with ex-
pertise in the field of debt collection.
It reflects a compromise reached with
justice whereby justice was given the
power to contract with private law
firms for legal services in connection
with debt collection. Further, we
agreed that the heads of Federal agen-
cies could then, subject to the approv-
al of the Attorney General, refer cases
directly to the law firms hired by
DOJ.

Federal agencies should not bypass
the cost-effective use of collection
agencies in recovering delinquent debt,
Litigation against recalcitrant debtors
is only intended to be used as a tool of
last resort. In addition, S. 209 was
crafted to permit Federal agencies to
have the option to decide whether a
contract with a collection agency
would give the collection agency the
power to make direct referrals to law
firms retained by DOJ. Nothing in the
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bill precludes such contracts from
being executed.

In order to safeguard the public in-
terest, the bill authorizes DOJ to
recall any claim referred to private
counsel. This authority is intended to
be reserved for exceptional, rather
than routine, cases. DOJ may also ter-
minate contracts with private law
firms. S. 209 also states that the heads
of Federal agencies shall have the
power to resolve disputes regarding
claims, compromise claims, or termi-
nate collection action on claims. Pri-
vate attorneys must also submit peri-
odic status reports, both to the Attor-
ney General and to the head of the
Federal agency referring claims under
the contract.

The Attorney General is required to
submit to Congress an annual report
on DOJ’s activities to recover delin-
quent debts. An annual audit of DOJ’s
actions to retain private counsel under
this bill is also required to be per-
formed by the Comptroller General
and submitted to Congress. In order to
ensure prompt action in implementing
the provisions of the bill, the Attorney
General must make a report to Con-
gress within 180 days after enactment.
The magnitude of the outstanding de-
linquent debt makes it essential that
no more time be lost in recovering
these moneys.

It should be clearly understood that
S. 209 does not require Congress to ap-
propriate a single penny to implement
its provisions. Payments to attorneys
retained by DOJ are to be made out of
proceeds collected. It is anticipated
that DOJ will negotiate contingent fee
arrangements with private counsel.
The amount of the fee may not exceed
the fee that counsel in the same geo-
graphic area typically charge clients
for debt collection legal services. Fac-
tors to be taken into account in deter-
mining whether a fee is reasonable in-
clude such items as the amount, age,
and nature of the indebtedness, and
whether the debtor is an individual or
a business entity. Contracts may in-
clude all terms and conditions deemed
necessary by the Attorney General.
The bill also requires the Attorney
General to use his best efforts to
retain more than one private counsel
in each judiecial district.

Under the careful supervision of
DOJ, and subject to provisions which
would protect the rights of debtors,
the use of private counsel will greatly
enhance the ability of the Federal
Government to recover outstanding
debt. Many individuals owing money
to the Federal Government are
making a calculated decision not to
repay their loans, convinced that the
Federal Government has neither the
inclination nor the capacity to recover
the debt. They have a take-the-money-
and-run mentality. This cheats the
taxpayer and, in the long run, threat-
ens the viability of many worthwhile
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Federal programs such as the student
financial assistance programs, which
are especially important to the lower
and middle-class families of this
Nation. We must reverse that attitude
and send a clear message that we
mean business.

This bill will create more efficient,
cost-effective debt collection by the
Federal Government. It also will help
restore the good faith and integrity
which should be present in successful
debtor-creditor relationships. I am
pleased that S. 209 has the support of
the DOJ, the Department of Educa-
tion, and OMB. DOJ's firm support
for this bill is evidenced by a similar
proposal which it drafted incorporat-
ing the essential features of S. 209
with some technical differences.

Mr. President, one should reflect on
the fact that while we talk about re-
ducing the Federal deficit, there are
billions of dollars in overdue delin-
quent debts that are owed to the
Treasury, to the taxpayers of the
United States of America, that for
years have gone uncollected. More-
over, they have gone uncollected with-
out justifiable reasons.

It is not a question that the debtors
do not have the ability to pay. Often-
times, we hear the most incredible sto-
ries, about people who have borrowed
money for a variety of reasons—guar-
anteed student loans, small business
loans, commerce loans, energy loans—
and have willfully failed to repay their
loans despite the fact that they have
enormous incomes. It is simply a
matter that they have never been
pressed by the Federal Government to
repay their obligations after they have
borrowed the money.

Many debtors have reached the con-
clusion that, “If you come to the Fed-
eral Government and borrow money,
the chances are miniscule that you
will ever be required to pay it back.
Therefore, simply don't answer the
letters that come to you from collec-
tion agencies with respect to your de-
linquent debt, and the chances are
pretty good that you will never be
sued on your debt by the Federal Gov-
ernment.

Consequently, we have a situation
today in which the Federal Govern-
ment, for fiscal year 1985, is owed, in
nontax-delinquent debts—not because
of delinquent taxes—$23,907,000,000.
The total figure representing overdue
nontax debts has been rising each
year.

The Federal Government is sending
the wrong message to the taxpayers of
this country: If you borrow money
from Uncle Sam, we are not going to
diligently pursue the overdue debt;
and, it is very unlikely that we will
ever get around to sueing you and en-
forcing any judgment against you.

The Justice Department simply does
not have adequate resources to sue all
those who owe delinquent debts, many
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of whom are in a financial position to
repay these moneys. The Guaranteed
Student Loan Program is an example:
We should be making those moneys
available, but we also should assure
that they are repaid so that the pro-
gram will be there to help future gen-
erations. The same principle applies to
a host of other programs.

It is my hope that this carefully
crafted bill will ensure that in the
future we will not continue to lose bil-
lions of dollars because the statute of
limitations has run out on many of
these debts. Annually, the statute of
limitations tolls on the Federal Gov-
ernment’s ability to collect hundreds
of millions of dollars of taxpayers’
money. It is highly unlikely that we
will ever be able to collect any of those
debts for which the statute of limita-
tion has tolled.

This legislative initiative was passed
in the Senate 2 years ago by a vote of
96 to 1. I hope that our colleagues in
the House of Representatives will act
expeditiously to pass companion legis-
lation. It is about time we got serious
about collecting the dollars that are
owed to the U.S. taxpayers.

I urge my colleagues to vote for pas-
sage of this bill.

Mr. GORE. Mr. President, this is an
excellent bill. I rise to encourage my
colleagues to give it overwhelming, if
not unanimous, support. It was consid-
ered carefully by the Governmental
Affairs Committee, on which I serve.

There was a hearing by the Subcom-
mittee on Energy, Nuclear Prolifera-
tion and Government Processes on
September 26, 1985. The Senator from
Mississippi [Mr. CocHrRAN] chaired
that hearing. The Senator from Ohio
[Mr. GLENN] is the ranking minority
member of that subcommittee. They
did excellent work. There will be virtu-
ally unanimous support on this side of
the aisle.

Mr. President, I wish to add my com-
mendation to that already expressed
by the Senator from New York [Mr,
D’AmaTo]l. He showed remarkable ini-
tiative in bringing this legislation for-
ward and in pushing it diligently to
the point where it now stands on the
verge of overwhelming adoption.

Our country obviously needs reve-
nue, and obviously the first place to
get more revenue is from those who al-
ready owe it and have not paid it.

Insofar as the traditional methods of
collecting those debts have not worked
as well as we would like, and insofar as
the private sector is capable of and
willing to assist us in increasing the
amount of revenue from those who
owe it, this legislation represents a
really good idea. There are some haz-
ards and pitfalls to consider in ad-
dressing this subject, but through the
hearing process, the Governmental Af-
fairs Committee has addressed all
those potential problems.
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I am convinced that this legislation
is very much in the best interest of the
country, and I again commend my col-
league, the Senator from New York,
for bringing it forward.

Mr. METZENBAUM. Mr. President,
I rise in support of S. 209, the Federal
Debt Recovery Act of 1985, which per-
mits the use of private attorneys to
collect outstanding debts owed the
Federal Government. This bill also
contains important safeguards to
ensure that, by granting such author-
ity, we do not provide a huge financial
windfall to only a handful of private
law firms.

I am pleased that the sponsors of S.
209 saw fit to include those safeguard-
ing provisions which I offered, and
which the Senate adopted, when this
body considered similar legislation in
1984. These provisions will help ensure
that the contracts for the services of
private attorneys are awarded on a
competitive basis, that the fees paid
for such services reflect the going
rates charged for litigating commercial
debt cases, and will require an annual
GAO audit to monitor the soundness
of the entire program.

I believe these provisions make a
good idea even better.

There is no question that we have an
enormous problem of defaulted debt
to the Federal Government. As of Sep-
tember 30, 1985, $23.6 billion in non-
tax delinquent debt was owed the Fed-
eral Government. This amount is more
than double the $11.7 billion in non-
tax delinquent debts which were re-

ported outstanding in fiscal year 1981.

Although the Debt Collection Act of
1982 permitted the Federal Govern-
ment to use the services of private

debt collection agencies, we hsve
hardly made a dent in this mountain
of bad debt.

That is so, Mr. President, for the
simple reason that dunning by collec-
tion agencies often doesn’t work.

After the dunning notices fail to
make the debtors pay back the money
they owe, the Federal Government
must turn to the Justice Department
to take these debtors to court. Quite
frankly, the Department of Justice
has neither the personnel nor the in-
clination to move aggressively to col-
lect this money.

There were 92,978 delinquent debt
cases pending at the Department of
Justice as of July 31, 1985, in addition
to the 210,557 other civil and criminal
cases and other matters. Of these debt
collection cases, 18 percent were over 4
years old. These cases were in various
stages of action, but, as the Committee
on Governmental Affairs noted in its
report accompanying S. 209, no legal
action had been initiated in many of
them.

S. 209 will go a lorig way in strength-
ening our ability to collect money
owed the Federal treasury by permit-
ting the Justice Department to con-
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tract, on a contingency fee basis, with
private law firms to litigate some of
these bad debt cases.

At the same time, the bill includes
the amendments I offered back in 1984
to ensure that contracts are awarded
competitively and that the contingen-
cy fees paid for such private attorneys
are reasonable.

I believe S. 209 is a carefully con-
structed piece of legislation and I urge
its adoption.

Mr. COCHRAN. Mr. President, I
thank the distinguished Senator from
Tennessee [Mr. Gorel for his support
of the legislation which we are now
considering. He is an important
member of the Governmenta! Affairs
Committee, and we appreciate very
much his assistance in bringing this
bill to the floor and having it reported
favorably by the committee.

I also thank the distinguished Sena-
tor from Ohio [Mr. GLENN] who is the
ranking minority member of our sub-
committee. It has been a pleasure
working with him on the subcommit-
tee which has a wide range of jurisdic-
tion. His assistance in getting the bill
to the floor is sincerely appreciated.

I think this bill is going to greatly
enhance our efforts to reduce the Fed-
eral deficit. When Congress passed the
Debt Collection Act of 1982, it indicat-
ed its recognition of the importance of
improving our credit management
system.

That act permitted the Federal Gov-
ernment to charge interest, report de-
linquent debtors to credit bureaus, and
most importantly to utilize private col-
lection agencies to pursue recovery.
Another important credit manage-
ment tool, the Internal Revenue Serv-
ice’s authority to deduct overdue debts
from the tax refund checks of debtors,
was enacted as part of the Deficit Re-
duction Act of 1984.

At a time when we are faced with
severe budget constraints, it is gratify-
ing to me that we are considering leg-
islation that will not require any addi-
tional appropriation of funds but in-
stead will increase revenues without
raising taxes by facilitating the collec-
tion of debts owed to our Government.

The tools that have been made avail-
able in the past have improved our
debt collection efforts considerably,
but this final step, permitting litiga-
tion by attorneys, has not been used
often enough nor have postjudgment
actions been pursued aggressively in
the past.

Currently, agencies are required to
refer claims of $600 or more, including
debt collection cases, to the Depart-
ment of Justice for litigation. Howev-
er, the staff and resources available to
U.S attorneys around the country are
limited and better utilized in pursuing
cases involving important constitution-
al issues, violent crime, and narcotics
trafficking, all of which are very seri-
ous problems throughout the country.
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As of July 31, 1985, there were
92,978 delinquent debt cases pending
with the Department of Justice. These
cases were in various stages of litiga-
tion or postjudgment action. In many
of the cases, no legal action had been
taken, or, where judgment had been
obtained, no postjudgment enforce-
ment action was being pursued.

Mr. President, the Department of
Justice recognizes the need for assist-
ance in reducing the backlog of delin-
quent debt cases. As part of the ad-
ministration’s antifraud enforcement
initiative last year it recommended en-
actment of legislation similar to S. 209.
Senator RotH and I introduced that
bill, S. 1658, by request on September
18.

Additionally, Mr. President, the
Office of Management and Budget has
reported that, at the beginning of
fiscal year 1985, almost $19.9 billion in
nontax delinquent debt was owed to
the U.S. Government. Over $6.2 billion
of that amount was more than 6 years
overdue. The lastest OMB figures
show that as of September 30, 1985,
nontax delinquent debt had grown to
$23.6 billion, an increase of $3.7 billion
in just 1 year. The enormous growth
in the amount of delinquent debt is
even more evident when you consider
that since fiscal year 1981, when out-
standing nontax delinquent debt stood
at $11.7 billion, the total has more
than doubled.

It is also disturbing that due to the
running of the statute of limitations,
which cuts off the ability to pursue
legal action, our failure to collect on
these debts on a timely basis impairs
any chance of future recovery. OMB
provided statistics for fiscal year 1985
which indicate that $7.5 million is lost
each day due to the running of the
statute of limitations. Coupled with
the increased costs of borrowing and
lost interest to the Treasury, total cost
to the taxpayer is an estimated $5.61
billion per year.

This bill will enable the Department
of Justice to reduce its backlog of
pending cases and in a more expedi-
tious way handle hundreds of thou-
sands of potential new cases which
have yet to be referred by the agencies
to whom debts are owed. The use of
private counsel will also enable the
Government to pursue litigation in
cases under $600, which the Depart-
ment considers too small to litigate in
an effective or efficient way. However,
private attorneys have testified that
they regularly handle such small
dollar claims and profitably collect on
them.

This legislation will allow the Gov-
ernment to retain the services of attor-
neys who have demonstrated compe-
tency, experience, and reliability in
the handling of collection accounts in
the geographical area where the
debtor is located. Furthermore, private
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attorneys specializing in debt litigation
have extensive experience with post-
judgment remedies and procedures as
well as the financial motivation to vig-
orously pursue collection.

The PRESIDING OFFICER. The
time allocated to the majority side has
expired.

Mr. COCHRAN. Mr. President, a
parliamentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. COCHRAN. The unanimous-
consent request which was propound-
ed to the Chair included no time
agreement.

The PRESIDING OFFICER. The
unanimous-consent agreement provid-
ed for a vote at 11:30 a.m., and that
the agreement be in the usual form.
The agreement in the usual form pro-
vides for a division of time between
the majority and minority sides.

Mr. GORE. Mr. President, I am
happy to yield time to the chairman of
t?e subcommittee from the minority
time.

Mr. COCHRAN. I thank the distin-
guished Senator from Tennessee.

Mr. President, with enactment of
this legislation, collection agencies will
be able, where appropriate, to advise
debtors that litigation is a likely conse-
quence for the failure to pay. Once
debtors are aware that the Govern-
ment is serious about collecting the
money it is owed, they will respond to
persuasive collection efforts.

Protections have been built into the
legislation to ensure the integrity of
the program and enhance competition.
The bill requires the Attorney General
to use his best efforts to retain more
than one counsel in a judicial distriet
where such services will be utilized.
The fees established will be reasonable
and may not exceed the rate typically
charged for a similar service in the
area where the private counsel is en-
gaged in practice. The attorneys re-
tained to litigate debt cases under this
act will do so on a contingency fee
basis. Language in the committee’s
report directs the Attorney General to
use his best efforts to ensure that all
interested firms, including small firms
and minority firms, will have full op-
portunity to compete or be considered
for these legal service contracts.

Attorneys retained under this au-
thority will be debt contractors under
the Fair Debt Collection Practices Act
and will be subject to its provisions.
Furthermore, the committee’s report
emphasizes that the authority to
retain private counsel does not mean
that Federal agencies should bypass
the use of private collection agencies.
Rather, Government agencies should
increasingly use all the credit manage-
ment tools available. Litigation should
be used as a final collection tool after
other attempts to collect have failed.
All collection activity, from start to
finish, must be pursued promptly.
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Mr. President, the Senate has previ-
ously approved the use of private at-
torneys to assist in the litigation of
debt cases. By the overwhelming vote
of 96 to 1 the Senate passed S. 1668, a
bill similar to S. 209, on July 25, 1984,
However, that bill was not acted on by
the House prior to adjournment of the
98th Congress.

At a hearing on S. 209 last Septem-
ber 26, our Subcommittee on Energy,
Nuclear Proliferation and Government
Processes, received testimony from the
Department of Justice supporting the
legislation. Private attorneys and col-
lection agencies testified that collec-
tions would be enhanced with prompt
and timely litigation. State govern-
ment officials described their success-
ful experiences using private attorneys
for collection litigation and recom-
mend their use.

Mr. President, an efficient and effec-
tive credit management system re-
quires timely litigation and post-judg-
ment enforcement. Enactment of S.
209 will ensure that these tools are
fully utilized.

In closing, Mr. President, I want to
thank the distinguished Senator from
New York, who is my good friend, Mr.
D’AmarTo, the sponsor of S. 209, for his
hard work and cooperation in bringing
this legislation before the Senate.
Anne Miano of his staff was most
helpful to my subcommittee staff in
preparing for our hearing on the bill.

I am pleased to be a cosponsor of
this legislation, and I urge my col-
leagues to support it.

The PRESIDING OFFICER. The
Chair wishes to inform the managers
of the bill that there are pending sev-
eral amendments to the bill. Those
amendments have been reported by
the committee and a unanimous con-
sent agreement would be necessary
that those amendments be considered
en bloc.

Mr. COCHRAN. Mr. President, I ask
unanimous consent that the amend-
ments be considered en bloc and
agreed to en bloc.

The PRESIDING OFFICER. With-
out objection, the amendments are
agreed to.

The committee amendments were
agreed to en bloc.

The PRESIDING OFFICER. No
further amendments are in order. The
question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed
for a third reading, and was read the
third time.

The PRESIDING OFFICER. Under
the previous order, the hour of 11:30
having arrived, the Senate will vote on
the bill. The bill, having been read the
third time, the question is, Shall it
pass? The yeas and nays have been or-
dered and the clerk will call the roll.

The legislative clerk called the roll.

March 19, 1986

Mr. SIMPSON. I announce that the
Senator from Idaho [Mr. McCLURE] is
necessarily absent.

I also announce that the Senator
from Maryland [Mr. MaTHIAS] is
absent on official business.

Mr. CRANSTON. 1 announce that
the Senator from Oklahoma [Mr.
BoRren] is necessarily absent.

I also announce that the Senator
from Hawaii [Mr. Inouve] is absent
because of death in the family.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 95,

nays 1, as follows:
[Rollcall Vote No. 42 Leg.]

YEAS—95
Glenn
Goldwater
Gore
Gorton
Gramm
Grassley
Harkin
Hart
Hatch
Hatfield
Hawkins
Byrd Hecht
Chafee Heinz
Chiles Helms
Cochran Hollings
Cohen Humphrey
Cranston Johnston
D’Amato Kassebaum
Danforth Kasten
DeConcini Kennedy
Denton Kerry
Dixon Lautenberg
Dodd Laxalt
Dole Leahy
Domenici Levin
Durenberger Long
Eagleton Lugar
East Matsunaga
Evans Mattingly
Exon MecConnell
Ford Melcher
Garn Metzenbaum

NAYS—1
Heflin

NOT VOTING—4

Boren Mathias
Inouye MecClure

So the bill (S. 209), as amended, was
passed, as follows:

S. 209

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That this
Act may be cited as the “Federal Debt Re-
covery Act of 1985".

Sec. 2, Section 3718 of title 31, United
States Code, is amended—

(1) by redesignating subsections (b), (c),
and (d) as subsections (d), (e), and (f), re-
spectively;

(2) in subsection (d), as redesignated by
paragraph (1), by inserting “or (b)" after
“subsection (a)";

(3) in subsection (e), as redesignated by
paragraph (1)—

(A) by inserting “or (b)" after “(a)" in the
first sentence; and

(B) by striking out “(b)" in the second sen-
tence and inserting in lieu thereof “(d)";
and

(4) by inserting after subsection (a) the
following new subsections:

Abdnor
Andrews
Armstrong
Baucus
Bentsen
Biden
Bingaman
Boschwitz
Bradley
Bumpers
Burdick

Mitchell
Moynihan
Murkowski
Nickles
Nunn
Packwood
Pell
Pressler
Proxmire
Pryor
Quayle
Riegle
Rockefeller
Roth
Rudman
Sarbanes
Sasser
Simon
Simpson
Bpecter
Stafford
Stennis
Stevens
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“(bX1) The Attorney General may make
contracts retaining private counsel to fur-
nish legal services, including representation
in negotiation, compromise, settlement, and
litigation, in the case of any claim of indebt-
edness owed the United States. If the Attor-
ney General makes a contract for legal serv-
ices to be furnished in any judicial district
of the United States under the first sen-
tence, the Attorney General shall use his
best efforts to retain, from among attorneys
regularly engaged in the private practice of
law in such district, more than one private
counsel to furnish such legal services in
such district. Each such contract shall in-
clude such terms and conditions as the At-
torney General considers necessary and ap-
propriate, including a provision specifying
the amount of the fee to be paid to the pri-
vate counsel under such contract or the
method for -calculating that fee. The
amount of the fee payable for legal services
furnished under any such contract may not
exceed the fee that counsel engaged in the
private practice of law in the area or areas
where the legal services are furnished typi-
cally charge clients for furnishing legal
services in the collection of claims of indebt-
edness, as determined by the Attorney Gen-
eral, considering the amount, age, and
nature of the indebtedness and whether the
debtor is an individual or a business entity.

*(2) The head of an executive or legisla-
tive agency may, subject to the approval of
the Attorney General, refer to a private
counsel retained under paragraph (1) of this
subsection claims of indebtedness owed the
United States arising out of activities of
that agency.

*(3) Notwithstanding sections 516, 518(b),
519, and 547(2) of title 28, a private counsel
retained under paragraph (1) of this subsec-
tion may represent the United States in liti-
gation in connection with legal services fur-
nished pursuant to the contract entered
into with that counsel under paragraph (1)
of this subsection.

“(4) A contract made with a private coun-
sel under paragraph (1) of this subsection
shall include—

“(A) a provision permitting the Attorney
General to terminate the contract if the At-
torney General determines that the termi-
nation of the contract is for the convenience
of the Government,;

“(B) a provision permitting the Attorney
General to have any claim referred under
the contract returned to the Attorney Gen-
eral if the Attorney General finds such
action to be in the public interest;

“(C) a provision permitting the head of
any executive or legislative agency which
refers a claim under the contract to resolve
a dispute regarding the claim, to compro-
mise the claim, or to terminate a collection
action on the claim; and

“(D) a provision requiring the private
counsel to transmit periodically to the At-
torney Generzl and the head of the execu-
tive or legislative agency referring a claim
under the contract a report on the services
relating to the claim rendered under the
contract during the period for which the
report is made and the progress made
during such period in collecting the claim
under the contract.

“(5) Notwithstanding the fourth sentence
of section 803(6) of the Fair Debt Collection
Practices Act (15 U.S.C. 1692a(6)), a private
counsel performing services pursuant to a
contract made under paragraph (1) of this
subsection shall be considered a debt collec-
tor for the purposes of such Act.

“{eX1) The Attorney General shall trans-
mit to the Congress an annual report on the
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activities of the Department of Justice to re-
cover indebtedness owed the United States
which was referred the Department of Jus-
tice or to a private counsel for collection.
Each such report shall include a list, by
agency, of the total number and amounts of
collected and uncollected claims of indebt-
edness which were referred to the Depart-
ment of Justice or to a private counsel for
collection, shall separately specify any un-
collected claim of indebteness which was
covered by a contract (A) which was termi-
nated by the Attorney General under sub-
section (b)(4)(A) of this section or (B) under
which the claim was returned to the Attor-
ney General under subsection (bX4XB) of
this section, and shall describe the progress
made by the Department of Justice in col-
lecting uncollected claims of indebtedness
during the one-year period covered by the
report.

“U2XA) The Comptroller General of the
United States shall carry out an annual
audit of the actions taken by the Attorney
General under subsection (b) of this section
during the preceding twelve months. The
Comptroller General shall determine the
extent to which there is competition among
private counsel to obtain contracts awarded
under such subsection, the reasonableness
of the fees provided in such contracts, the
diligence and efforts of the Attorney Gener-
al to retain counsel in accordance with the
provisions of this section, and the results of
the debt collection efforts of private counsel
retained under such contracts.

“(B) After completing each audit under
subparagraph (A), the Comptroller General
shall transmit to the Congress a report on
the findings and conclusions resulting from
the audit.”.

Sec. 3. Not later than 180 days after the
datle of enactment of this Act, the Attorney
General of the United States shall transmit
to the Congress a report on the actions
taken under section 3718(b) of title 31,
United States Code (as added by paragraph
(4) of section 2 of this Act).

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the bill
was passed.

Mr. GORE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
majority leader is recognized.

METROPOLITAN WASHINGTON
AIRPORTS TRANSFER ACT

Mr. DOLE. Mr. President, let me
again indicate to my colleagues we are
now going to try to get consent to go
to the regional airport bill, Calendar
No. 424, S. 1017.

I know this is a matter of great im-
portance to a number of Senators. It is
going to take a considerable period of
discussion. I have discussed this with
the distinguished Senator from Mary-
land, Senator SARBANES, and also with
the Senators from Virginia, Senator
TriBLE and Senator WARNER. But I do
believe we should move in that direc-
tion.

Mr. President, I ask unanimous con-
sent that the Senate turn to the con-
sideration of Calendar No. 424, S.
1017, the transfer of Metropolitan
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Washington airports to an independ-
ent Washington authority.

The PRESIDING OFFICER. Is
there objection?

Mr. SARBANES addressed
Chair.

The PRESIDING OFFICER. The
Senator from Maryland.

Mr. SARBANES. Mr. President, re-
serving the right to object, and I will
object, I simply want to say to the ma-
jority leader that I think this is one of
those issues which the membership
has not focused its attention upon. I
feel very keenly about this issue. I be-
lieve it needs to be fully discussed and,
therefore, I object to the unanimous-
consent request.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. DOLE. Mr. President, I move
that the Senate turn to the consider-
ation of Calendar No. 424, S. 1017.

The PRESIDING OFFICER. The
question is on agreeing to the motion.

Mr. SARBANES addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Maryland.

Mr. SARBANES. Mr. President, I
wish to speak to the motion.

Mr. President, I have objected to the
unanimous-consent request to proceed
to the consideration of this legislation,
thereby requiring the majority leader
to make a debatable motion. I might
observe that I think it is important to
take some time to develop in full what
is at issue here.

The proposal contained in S. 1017,
which would involve the Federal Gov-
ernment in the two federally owned
and operated commercial airports lo-
cated in the Washington metropolitan
area, is one with far-reaching signifi-
cance, It is a matter of very vital con-
cern to the State of Maryland which,
of course, operates the third airport in
this metropolitan area that interacts
and interrelates with the two under
consideration here.

I realize the majority leader is under
some pressure on this bill at home,
and I can appreciate that situation
and, in some respects, sympathize with
him. But I must say I think we have to
develop the fact that a fire sale is
being conducted at the Department of
Transportation, the bargain basement
disposal of Federal assets at a time
when the pressure ought to be to real-
ize the maximum amount possible
from Federal assets. That is one of the
issues involved with S. 1017. This
ought to be a matter, I think, of very
deep concern to every Member of the
Senate.

Furthermore, when we are consider-
ing a bill of this sort, and it does in-
volve important interests of the State
of Virginia and the State of Maryland,
it is very important to bear in mind
how essential it is that the Federal
Government act with impartiality in

the
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affairs affecting individual States. In
other words, the actions of the Feder-
al Government should favor no one
State or jurisdiction at the expense of
another. I intend to show in the
course of this discussion a patent un-
fairness in this proposal with respect
to the State of Maryland and the com-
petitive position of the Baltimore-
Washington International Airport as
it operates in this regional market.

Mr. President, I want to go back and
recount a little history for the Mem-
bers of the Senate. The legislation
before us stems in part from a report
to the Secretary of Transportation
issued by the advisory commission on
the reorganization of the Metropolitan
Washington Airports. That was a com-
mission appointed by Secretary Dole
and chaired by former Gov. Linwood
Holton, of Virginia. Governor Holton
has, in fact, been very much in evi-
dence the last few days, speaking with
Members about this legislation. I have
a great deal of respect for Governor
Holton, but I must say that one
cannot be oblivious to the fact that
the chair of the commission that
looked into this guestion of dealing
with these airports is himself a former
chief executive officer of the State of
Virginia.

When the Secretary of Transporta-
tion created this advisory commission,
she gave it a very limited charge. In
fact, the commission—and I served on
the commission as one of the repre-
sentatives from the State of Mary-
land—was in effect told not to deter-
mine whether the airports should be
transferred. It was limited from look-
ing at a broader authority that might
encompass all airports—but simply
how Dulles and National should be
transferred. So there was a very
narrow constraint placed on the work
of the commission. In the end, a ma-
jority essentially composed of Virginia
and D.C. representatives joined to-
gether in recommending that both air-
ports—both airports—should be placed
in one authority and that that author-
ity should be governed by a skewed
board that would consist of 11 mem-
bers: five appointed by the Governor
of Virginia, three by the Mayor of the
District of Columbia—that is eight of
the 11 right there—two by the Gover-
nor of Maryland and one by the Presi-
dent, the latter to have the advice and
consent of the Senate, and that the
chairman be selected from the mem-
bership.

The Maryland representatives on
this commission put forward what we
thought was a very reasonable propo-
sition in terms of how this devolution
of airorts should take place. There is,
of course, a threshold question and
that is whether it should happen at
all, which involves very important
questions of how one perceives the air-
ports or what the Federal role in the
operation of the airports should be.
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Maryland, in making its proposals, ac-
cepted the proposition that these air-
ports should be moved to local or re-
gional control, although I must say I
think that is a proposition which can
be argued. In other words, I think
there is a reasonable case, given the fi-
nances of this matter, that in fact that
should not happen. Certainly, how it
is done and at what cost is related to
the guestion of whether it should be
done. In other words, one might
accept the proposition that the air-
ports should be moved out from Feder-
al control and yet perceive the terms
on which it is being done as unaccept-
able.

In this regard, I bring to the atten-
tion of the Members a letter from the
National Taxpayers Union of recent
origin, which says:

DEear SENATOR. Soon you may be asked to
vote on S. 1017, the Metropolitan Washing-
ton Airports Transfer Act. This bill would
transfer ownership of Dulles and National
Airports to an independent authority domi-
nated by the Commonwealth of Virginia.
We urge you to vote no on this sale.

Although we agree that the Federal Gov-
ernment should get out of the business of
owning and managing airports, we are ap-
palled at the ridiculously low sales price
placed on these valuable properties. The
combined market value of the properties is
conservatively estimated at $1.5 billion to $2
billion. Yet the two airports are to be sold
for only $47 million, about one thirty-fifth
of their actual worth.

In addition, the transfer and future im-
provements are to be financed with tax-
exempt bonds over a 30-year period. This
adds up to a double soaking of the taxpayer,
Given the Nation’s tremendous budget defi-
cits and $2 trillion national debt, it is fiscal-
ly irresponsible for the Federal Government
to do anything but seek fair market value
for the airports. Sound policy demands that
the price tag on Dulles and National be
raised to reflect their true worth. Other-
wise, the sale should be rejected.

That is the end of the letter, Mr.
President. That points up the relation-
ship between the judgment as to
whether the airports should be trans-
ferred and how it is proposed to trans-
fer them and at what price. In fact,
there are some who argue that they
ought not to be transferred, that there
is an important Federal interest in
keeping the airports and in operating
them, that that is the most sensible
way to do it financially, and that the
problems that people point out with
the operations of these two airports in
fact come from a failure to take a
number of actions which should have
been taken if one were using true busi-
ness judgment. But I want to pass
beyond that issue because, as I said,
Maryland was prepared to come at
this issue on the premise that a trans-
fer, if it could be properly arranged or
developed, should take place.

Our objection now is obviously that
the terms on which this is taking place
are unfair and inequitable to the Fed-
eral taxpayer and to the State of
Maryland and its involvement in the
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regional airport picture. We think that
what is taking place here is highly
unfair in terms of competition. Mary-
land, in fact, welcomes competition be-
tween these airports, but thinks it
should be done on a fair and reasona-
ble basis.

For the purpose of aiding in under-
standing the background of this issue,
I want to set out the Maryland propo-
sition before the advisory commission
on the reorganization of the Metropol-
itan Washington Airports, this com-
mission which Secretary Dole estab-
lished with a very limited mandate. In
other words, its charge precluded from
fully examining all questions in-
volved—with respect to how these
three major airports in this regional
area should be dealt with.

The Secretary did that right at the
outset. She narrowed the scope of ex-
amination and by doing that precluded
the consideration of other alternatives
that perhaps should have been enter-
tained.

As T indicated, this was the Commis-
sion which former Governor Holton of
Virginia chaired.

In an alternative report to the Com-
mission, the Maryland representatives
proposed, in terms of the structure,
that National Airport should be trans-
ferred to an interstate authority and
that Dulles Airport should be trans-
ferred to the State of Virginia. In
effect, this created an equality be-
tween Dulles under the State of Vir-
ginia and BWI under the State of
Maryland, with National, located in
the center of this metropolitan region,
being in an interstate authority,
having a balanced membership. The
proposal was that National would be
under an interstate authority with
three members each from the District
of Columbia, Virginia, and Maryland,
appointed by the Mayor and two Gov-
ernors and that provision could be
made, if it was considered desirable to
include one or two representatives of
the Federal Government appointed by
the President in order to recognize the
Federal interest in National Airport.

It was proposed that the members of
this authority would serve staggered 6-
year terms, would not hold elective or
political office, would reside in the
Washington metropolitan area, and
would serve without compensation.

As part of this proposal it was put
forward that Dulles would be trans-
ferred to the State of Virginia. Virgin-
ia then would have full policy and fi-
nancing authority and responsibility
for Dulles. It was our very strong view
that this approach would reflect the
significant interest of each of the prin-
cipal jurisdictions in National Airport.

About 40 percent of the traffic of
National originates in the District,
about a little over a third from Virgin-
ia, and about a quarter from Mary-
land. So there is clearly substantial in-
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terest on the part of each of the three
jurisdictions in this metropolitan area
in National Airport. The origins at
Dulles are much more substantially
from Virginia, and the origins of BWI
are much more substantially from
Maryland.

It was felt that this approach would
have allowed each of the principal ju-
risdictions to reflect their significant
interest in National Airport, would
allow Virginia to develop Dulles in the
same way that Maryland is developing
Baltimore-Washington International
Airport.

What this approach did—and it is
very important to understand this—is
that by recognizing that all jurisdic-
tions do not have equivalent interests
in Dulles, it avoided the problem of
fair representation which is inherent
and perhaps insoluble in the single au-
thority proposal. In other words, if
you are going to put both airports in a
single authority and then try to con-
struct a governing board for that au-
thority, it becomes difficult, given the
heavy Dulles involvement in Virginia,
to argue for an equal board, although
the equal board, in my opinion, clearly
makes the greatest sense for National
Airport. Of course, putting the two
airports in the same authority—and I
am going to move on to this in a bit—
creates very difficult competitive situ-
ation because of the cross-subsidiza-
tion which can take place between Na-
tional and Dulles, and therefore affect
the competitive situation with respect
to Baltimore-Washington Internation-
al Airport, an airport which the State
of Maryland bought in 1972 from the
city of Baltimore for $36 million and
subsequently has invested in it, at up-
dated dollars, some quarter of a billion
dollars.

There was another proposal made
that if there was going to be a single
board, at least the membership of that
board be equal and at least deal with
its jurisdictions in those terms. As I in-
dicated, the counterargument to that
is the degree of Virginia involvement
in Dulles, but you are caught betwixt
and between. If you put them in a
single authority and then give a lop-
sided representation, as has happened
in the proposal that is before us, that
is unfair to the State of Maryland. It
seemed to us that the way to break
that problem was to put National in a
single authority and to sell Dulles to
the State of Virginia. In each instance
to do it at a price that was reasonable
under the circumstances and not to
give it away as is happening with the
proposal before us.

As I indicated, this proposition was
not adopted by the Commission
chaired by former Governor of Virgin-
ia Holton, and in fact the proposal,
much like the one that is before us in
S. 1017, was put forward by that Com-
mission.
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I feel very strongly that this is not
the way to address this problem. It
seems to me that the Secretary should
have been engaged in a much more ex-
tended and detailed discussion with
the respective jurisdictions trying to
work out an arrangement that all per-
ceived as fair and acceptable.

Governor Hughes of our State, has
taken a very strong position on this. It
is not a new issue. It has been before
the country on previous occasions. In
his concern he indicated: First, Mary-
land’'s role in the proposed Airports
Authority in setting out the areas of
concern. Second, the financial aspects
of the proposed transfer. Third, the
status of Maryland-owned and operat-
ed Baltimore-Washington Internation-
al Airport with respect to the transfer,
and finally the disposition of three
key elements of the existing Federal
regulatory scheme governing the two
Federal airports.

Mr. President, let me make it very
clear. Maryland welcomes a competi-
tive situation and we believe in fact
that if you structure a situation of fair
competition it ean result in enhancing
air services in the Washington region,
but we do not think that this bill does
that. By lumping the two in one au-
thority, by constructing the governing
board of that authority in such a way
that Maryland is really a dissenting
voice without weight, by permitting
the finances of one of these airports to
be used in effect to underwrite the
other, we have created a situation in
which Maryland faces unfair competi-
tion. It is very important to recognize
that.

Mr. President, I understand that my
distinguished colleague from South
Carolina wishes to address this issue
because he has an engagement he
must get to. I will be happy to yield
the floor at this time in order that he
may have the opportunity to speak.

I yield the floor.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to proceed.

Mr. HOLLINGS addressed
Chair.

The PRESIDING OFFICER. The
Senator from South Carolina is recog-
nized.

Mr. HOLLINGS. I thank my distin-
guished colleague from Maryland.

Mr. President, the engagement re-
ferred to by the Senator from Mary-
land is the Budget Committee, which
is just about ready—in the next 3 or 4
hours this afternoon—to finalize, I be-
lieve, a bipartisan solution to our defi-
cit requirements, the requirement that
we submit a budget within the con-
fines of Gramm-Rudman-Hollings.

It has been quite a marathon, work-
ing among Senators, their staffs, and
the agencies of Government. I think
we are right at the point where we
have the votes and can at least get a

the
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budget to the floor that takes care of
the needs of our Government.

The reason why I mention that in
detail is that we are right now engaged
in what troubles us and what causes
this tremendous trauma of Gramm-
Rudman-Hollings. It is quite obvious
that that is not the smoothest way to
run Government.

What that Gramm-Rudman-Hollings
initiative says is this: You go to the
doctor, and the doctor says that by Oc-
tober 1 you either lose 38 pounds or
else. How you are to lose the 38
pounds is your business. You can go on
whatever diet you wish. You can pro-
vide it all by what we call the social or
domestic programs. You can cut some
more taxes or you can increase the
revenues in order to pay the bill. But
pay the bill you must. You must pro-
vide the revenues for whatever you ap-
propriate.

In that light, if you pay the bill,
there is no trigger, there is no Gramm-
Rudman-Hollings. It fixes that respon-
sibility on the Congress But if you
come back on October 1 and have not
lost that 38 pounds, thereupon, we are
going to wire your jaw, and you are
not going to eat anything until you do.
That is how traumatie it is.

The reason we get into these trau-
mas is apparent right here on the air-
port bill. It is amazing to me—and I
should not be amazed—how the tail
wags the dog, how the news media sets
the pace. We get “Airports On Stand-
by In Senate” on March 15—last Sat-
urday.

The Washington Post says on that
day we should clear it for a vote. So,
by Wednesday morning we clear it for
a vote.

This editorial in the Post says that
this is the proposal—talking about the
airport transfer bill—that we turn the
two airports over to a regional author-
ity responsible to the people and gov-
ernments of Greater Washington.

Well, I guess we lumped in there the
U.S. Government along with the city
council of Arlington, maybe, or the
Garden Club at Bolling, or whatever. I
do not know what governments they
are talking about.

They say it is a sensible and overdue
delegation of Federal authority and a
smart approach. I do not think it is
smart at all.

Not long ago, I went to Greenville,
SC, and I walked into an industry
named Woven Electronics and met a
former college mate who was a senior
when I was a freshman. He has a very
responsible, profit-making organiza-
tion that has grown by leaps and
bounds, and they have civilian as well
as military business.

As an example of just exactly what
is required with respect to an order
from the Pentagon, he had an order
from Burroughs Adding Machine Co.
He pointed to that particular order
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and he said: “We got this order yester-
day, on Monday, and we will fill it to-
morrow, on Wednesday. We will have
that out in 2 days, without any trou-
ble.”

The senior Senator from Virginia,
who could well be the chairman of our
Armed Services Commitiee before
long, will be interested in this. My
friend said: “Here is a similar order
from the military, the Federal Gov-
ernment. Here are the requirements.”

He pointed to two big stacks of docu-
ments, papers, rehearsals, reports,
findings, requirements. He said:

We'll negotiate the answer and we’ll corre-
spond and we'll talk, and it will take 6
months for what would be a 2-day order if it
were from the civilian sector. Why? Be-
cause, in general, you folks in Congress re-
quire this and the next thing and another
requirement and another one.

We are politically sort of supercau-
tious. If we can put all these require-
ments into a particular measure, if we
can require all the audits and reports
and hearings and findings and every-
thing else, then we think we really
have economy in Government. But in
reality, the waste, fraud, and abuse
that we all berate in Government
begins right here, on the floor of the
U.S. Senate.

Nothing is exposed so dramatically
as the waste, fraud, and abuse in this
airport bill. I call it a conspiracy.

I do not blame my Virginia friends a
bit. If they can pick up this multimil-
lion dollar property for peanuts and
politically operate it, they are taking
care of their financial problems in Vir-
ginia. They are taking care of their po-
litical problems in Virginia. But they
are giving a fiscal headache, with re-
spect to the facilities of the govern-
ments, to the people of the United
States.

At another airport last week—I
spend half my life at these airports—I
ran into a colleague and friend who is
on the Commission to commemorate
the 200th birthday, next year, of the
Constitution of the United States. He
put a pin in my lapel: “We the
People.”

It reminded me at the time of Wa-
tergate, when the people throughout
this land were looking for sustenance
and stability.

As the late Senator from Minnesota,
Hubert Humphrey, used to say, that
the Constitution did not start off with
the people saying, “We the Constitu-
tion,” or “We the executive branch,”
or “We the Congress,” or “We the Su-
preme Court.” But, in contrast, it com-
mences, “We the people.”

And there is the significant feature
here of the airports at Dulles and the
National. They belong to the people of
the United States, and we have that
responsibility as the people's repre-
sentatives here in the national Con-
gress. The responsibility is here, and
generally speaking they say we have
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met up to those responsibilities save
and except keeping pace with modern-
ization and demands.

Studies have been made—and the
Federal Aviation Administration, Re-
publican administrations, Democratic
administrations have come during the
past several years and stated categori-
cally—that what we really need is
modernization out at National. We
need some parking facilities. And out
of Dulles we need an infield terminal,
maybe two or three kinds of infield
terminals, to give the expanded service
that is needed there at Dulles.

These two airports are working well.
They are making a profit. People are
going in and out and they are not fall-
ing apart, and if it ain’'t broke, don’'t
fix it. Now, like the telephone compa-
ny, we are going to fix this one up. We
are going to put it into a political mess
and you are going to have the dichoto-
my on the Commission between the
District, Maryland, and the State of
Virginia with us in the Congress more
or less looked upon with the responsi-
bility still and not able to do a bloom-
ing thing about it.

I would hate to have to come up
here and say, well, we are short of
money down in Richmond. I have run
a State government and when you run
a State government and you look
around and you have a nice fat facility
down there in the district and after all
it is not looked upon so much as a
State asset because it really serves the
people of the United States. In Arling-
ton they think it is a nuisance and
that they ought to close it. They
forget the days when we first started
out when there was a Hoover Field
where the Pentagon now is. Before
they built that Pentagon, we had an
airfield there, and we transferred it
over to the National Airport and then
everybody built around it and then
started complaining. “It makes too
much noise, too much traffic, get rid
of the nuisance,” and everything else
like that. They'll say “we can now op-
erate everything we need to operate
without that and so let us tax it a
little bit more. We can balance the
budget in Richmond, and take care of
those needs under the authority that
is so wise, so smart.”

Let us look, for example, Mr. Presi-
dent, at what this editorial in the
Washington Post says.

The proposal makes good financial
sense, too. The regional airport au-
thority could float tax exempt bonds
to underwrite improvements at Na-
tional and Dulles.

Mind you me, those two statements
are in contradiction of themselves.
Tax exempt bonds make no financial
sense at all when you have the money
in the Government till that the users
of those two particular airports have
already paid for over the many, many
years—to modernize, to put in the in-
field facilities, to put in the parking
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facilities. The money is sitting there.
It cannot be used. It is in a trust fund.
It has been there.

The Airport and Airways Trust
Fund that was established by Congress
long ago is to be used exclusively for
the development and improvement of
airports and airways.

It is a $7.7 billion fund, I say to the
Senator from Maryland. Even with all
the expenditures on schedule, if you
just take and commit the moneys to
all of them, which I doubt will occur
this year, but if you did it all, you still
have a $4 billion surplus over there
that can be only used for this. I resent
the idea it makes financial sense that I
have to pay double. I am a user, I
came through Dulles last weekend, the
day before yesterday, on Sunday. I
went out on National. I'm due to go
out on Dulles again on Friday maybe
and come back on National again on
Saturday. But that is the life and work
of a Senator who represents the
people of the United States. And here
I am paying into that trust fund each
time I go through for all the impove-
ments and all the particular needs for
safety and otherwise. And now they
tell me it is a smart idea that I have to
go out and borrow the money.

When President Carter wanted to
fix up his airport down there in Atlan-
ta at Hartsfield he just took $100 mil-
lion out of the trust fund. That was
just one section of the country. That
was not the people’s airport. If the
Washington Post thinks we shouldn’'t
do the same for the airport users
around here they better illuminate
themselves. The city of Atlanta, yes,
that belongs to that community and
that particular facility, but President
Carter took from that trust fund of
the people $100 million. President
Johnson got $150 million for Houston
and Dallas.

At St. Thomas, in the Virgin Islands,
we figured out we ought to really
lengthen the runway so everybody can
go down and get the sun. Now we are
not getting enough sunshine. We
ought to lengthen that runway and
build it into the water. There aren't
enough parking facilities there to sat-
isfy a traffic jam. And we didn't pro-
vide any money for infield facilities
for more efficient use, or anything like
that. They just figured what we ought
to do with that little island was inun-
date it and overrun it with people who
had the money to fly all the way down
to get the sunshine. Se we just spent
$90 million from the trust fund on
that. We did not have any difficulty
there.

But all of a sudden when we want to
spend $250 million over a 5-year period
for the American people’s airport at
Dulles, the American people's airport
at National, which are already making
a profit, therein it is a smart idea to
give the airport facilities away. They




March 19, 1986

are worth at least $200 million, and we
want to give them away for $47 million
and let in a mixed authority from the
various surrounding States and the
District of Columbia come in and let
them argue and talk about what their
need for the District is or what the
need for Maryland is or what the need
in Virginia is—but not what the needs
of the people are. This is a commuter
service for the people of the United
States who come to and from their Na-
tional Government.

Incidentally, on the breakdown, Mr.
President, my good friend Mayor
Marion Barry, did not get equal rights.
Any study of this particular airport fa-
cility and usage would show that 40
percent of it comes out of the District
of Columbia. But they did not get 40
percent representation on this particu-
lar authority. I am really surprised at
that. That came out at the hearing,
that we did not get equal rights for
the District.

I happen to have a home here in the
District and been in it now for just
going on 20 years, so I feel very keenly
about the District as the Senator from
Virginia feels keenly about Virginia
and the Senator from Maryland feels
keenly about his great State.

The District of Columbia is not get-
ting anything other than minority
rights all over again, and we ought to
be assured of at least the proper repre-
sentation if we had an authority.

But, mind you me, they just didn't
want to really study about the needs
and the projected usage and every-
thing else of that kind.

What really has occurred here in
this particular measure is that the
Secretary of Transportation is like the
old woman who lived in the shoe. She
has got so many concerns and other
worries she doesn’'t know what to do.
If you are Secretary of Transportation
you have really become educated as to
the numerous responsibilities that you
have.

I have seen this happen over 20
years with the various Secretaries.
The Secretary of Commerce comes in
and he finds out it is a big department.
He has come in there for international
business and he has trade and he has
the business communities on his mind.
And now he finds, Heavens above, he
has the National Oceanic and Atmos-
pheric Administration, the weather.
He is interested in the business weath-
er, the business climate. He is not in-
terested in the normal climate, the
weather climate in this land. He looks
and finds out he has thousands and
thousands of employees in the deep
oceans with the atmospheric and the
ocean studies and everything else of
that kind. And so he says, “Look, I am
a pretty good cow puncher but you
can't lasso a whale. Let me get rid of
this one and cut it.” Every time they
call over to the Department of Com-
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merce he cuts the NOAA budget be-
cause he does not want it.

Someone rings up the Secretary of
Transportation and tells them they
have parking difficulties or they lost
their baggage at National and they
say, “Oh, my, there is a headache
there. I don't want to even hear any
more about it.”

They do not ask for the money.
They do not ask for the money at all.
The money is in the till in the trust
fund. But there is no request by the
Secretary of Transportation to im-
prove the airports.

These funds are easily provided by
the trust fund and, incidentally, I will
get to that because I am hoisted by my
own petard of Gramm-Rudman-Hol-
lings. I am in a position where I
cannot ask for it because I have to
match it off with a zero sum amend-
ment and tell you where the revenues
are coming from. But I really don’t
need to do this. There is a trust fund
and the money is there. I shouldn't
have to provide offsetting programs to
the tune of $250 million, which, of
course, my colleagues would not want
to vote for because they are interested
in their own projects and programs,
whether they be defense, education, or
whatever. All of these programs have
been cut pretty well down to the bone.
We have been playing the game of
chicken to see who is going to be
blamed for the deficit.

Unfortunately, they are blaming this
side of the aisle and, therefore, we had
to come in with the Gramm-Rudman-
Hollings. But right now I am caught
by it. I cannot introduce that amend-
ment unless it is a zero sum amend-
ment.

I have put in a bill that has been in-
troduced and is pending now in the
Commerce Committee to see if we
could not just go ahead and put it in
the budget and perhaps later, when we
debate the budget on the floor, we will
have an amendment and sufficient
support to allocate those funds from
the trust fund, the Airport and Air-
ways, Trust Fund, to Dulles and Na-
tional, so we can get on with the work
and not all the extra costs.

But, back to the Secretary of Trans-
portation, she comes in with the Coast
Guard and finds out, “Where in the
heavens did I ever get this?”

I remember Secretary Volpe. He and
1 were Governors together. He is from
Massachusetts. I asked him, “Mr. Sec-
retary, if you ever had to organize the
Transportation Department, would
you put the Coast Guard in it?” He
said, “Absolutely not."”

But all of a sudden he has 40,000
people in his Department and he is
about to throw them out until he finds
out they got three good airplanes that
he can travel around the world in and
another plane that he can crisscross
the country in—they are jets—and he
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has got a wonderful mess—a Philip-
pine mess.

We used to think the Philippine
mess was a place to eat. Now it is
Imelda Marcos’ clothes and shoes and
dresses and everything else.

But the Philippine mess that the
Secretary of Transportation inherited
was a many splendored thing. They
could sit down there and eat like kings
and call on the jets and travel. And
they learned pretty quickly over in
Transportation, “Don’t worry about
the 40,000, just send up the promo-
tions. The Coast Guard can look out
for itself.”

The fact is, it cannot. We in the
Budget Committee, for example, have
to increase it. We have increased the
size of the United States by one-third
some 8 years ago when we increased
the 200-mile economic zone, the 200-
mile limit out in the seas. We have in-
creased the size of the United States
but systematically decreased the size
of the Coast Guard to police that area
and the likes of the drug problem that
continues to consume us all. So we
have got real headaches there.

But the Secretary of Transportation
figures, “Now, I'm on a roll. I have got
Conrail and all I need to do is get the
same crowd and we will get rid of
these airports and then, before long,
we will have enough time to travel
around in those Coast Guard planes
and make those wonderful talks
around the country and tell what a
great job we are doing.”

Well, Mr. President, when the distin-
guished Secretary of Transportation,
Mrs. Dole, called me—you know that I
have the highest respect for her—I im-
mediately called on my experience in
signing these tax-exempt bonds.

Let us dwell on that a minute. Back
when I was Governor we did not have
those stylus automatic machines that
just sit there and put the signatures
on things all morning while you are
jabbering politics, or whatever. You
had to literally sign those bonds—mil-
lions of dollars in bonds for your State
for airports, for highways, mental
health facilities, penal facilities, all
the institutions. So you knew what
bond lawyers cost. You knew the time
and delays involved in the bonds. And
then you knew, of course, of the par-
ticular added cost or loss of revenue
since they are tax exempt.

And we get back to the particular
little editorial in the Post on how
smart it is and it makes financial
sense. This is where the waste, fraud,
and abuse comes in. Because here, in
order to get $250 million in improve-
ments that we all agree are needed—
no dispute about the administrative
capabilities of Mr. Engen and the Fed-
eral Aviation Administration and the
Department of  Transportation—
rather, in order to get that $250 mil-
lion, I have to spend $712 million.
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At least the Reagan administration
agrees that it does not make financial
sense, because they have come out and
said, “Let’s don’'t float tax-exempt
bonds.” You look at Treasury I and
look at Treasury II and they do away
with tax-exempt bonds. Why? Because
it does not make financial sense to the
Reagan administration, the very crowd
that is asking for tax-exempt bonds to
finance airports.

We had a little tiff at the Commerce
Committee hearings because I was
asking the proponents, “Do you sup-
port the President on ‘Let’'s do away
with these tax-exempt bonds because
they don’t make good financial sense’
or do you think they do make good fi-
nancial sense?"

We never could get an answer. It was
a very interesting thing because I
know what the financial sense was,
having signed these bonds and know-
ing exactly what they cost. Because
you look at the 15-percent limitation,
usually, upon every State in America
in order to maintain a triple A credit
rating if you want to be able to contin-
ue to issue financially viable bonds at
the lowest rate, then you have to stay
within that constitutional provision
not only in that regard but make sure
you hold back and you are just not
willy-nilly offering bond issues for any
and every kind of everyday need.

So I resisted. I asked the distin-
guished Secretary, “Where are you

coming from?” And I could tell from
her answers that she just wanted to
get rid of this particular headache. No,

she had not asked for the money for
improvements out of this administra-
tion. No, she had not figured out
really how much it would cost from
the authority.

Then what study was really made in
the Department of Transportation? I
was looking for the study. We kept
talking in an erudite fashion. When
Governor Holton came up with his so-
called study commission, we found out
they were not studying anything.
They were told to fix it—“Fix the deal.
Get PauL SarBanNes and Governor
Hughes and that Maryland crowd sat-
isfied and take care of Marion Barry
and come on back in here and get our
crowd satisfied. Fiix the deal and then
come on back and we will run it. We
have got legislation already drawn. We
know what we want to do. You just
tell us the numbers everybody will go
along with them.”

That is all it was. There was not any
study of usage. There was not any
study of allocation. They still do not
know the facilities we have at Dulles.
We will, in this debate—as it goes on
several days, I take it—we will bring
out what they really have at Dulles
and the acreage out there and what
some of it has been used for and the
cost of it to other agencies of Govern-
ment that many in this Congress do
not even understand.
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So the committee did not have an in-
depth study. When you heard the
Holton Commission—let us refer to
that as the “Holton fix.” It was not a
commission. It was a fix and he got it
fixed. It was not a good, unanimous
fix. We have the dissent. We have our
distinguished friends from Maryland
who come forth and brought out many
of these factors that I am citing to you
right here and now.

They said, “Oh, no, that can’t go and
that can't be.” They have been over
there in Maryland running what was
an airport important to that particular
State and that particular area and
community. And Maryland showed the
foresight to come forward and bond
itself for its particular interests over
there with its authority and spend
their good taxpayers’ money to keep
current and keep competitive with the
Federal facilities over here. And they
had shown that willingness to sacrifice
over the years, and now they would be
given a minority position on the Com-
mission and no chance to compete.

The moneymaking National could
subsidize Dulles and allow that airport
to take business away from Balti-
more—just move it all out and put it
over there.

And talk about making good finan-
cial sense, the distinguished Governor
from Maryland came to the hearing
and when they said, $47 million, he
said, “I double the offer right here
and now. I will give you $94 million. I
will give you $94 million right here
and now at this particular hearing.
Maryland would be delighted to pay
that amount.”

And they all smiled because it did
not affect “the fix.” They have all
gone around and worked and worked.
If they want to know, there is no “air-
ports on standby” in the Senate. It has
been months since we last heard about
it. That is not the last our colleagues
have heard about it.

It has been an ongoing fix. What
you do is get enough votes. You do not
want to discuss the merits. You do not
want to discuss the cost. You do not
want to really discuss the residents.
You can say we ought to get through
it. And, you know, these courts work
good. And let us get that thing in to
the authority. And we can all go a
heck of a lot more.

Of course, the folks are not thinking
it through, wanting to help a fellow
Senator, and saying, “Heck, I will vote
for that. Yes. I guess s0.” And so they
get “the fix"” on. Then they bring it to
the floor. They did not think they
could get enough votes, I guess, to race
it on through. That is what held it up.

I commend my distinguished col-
league from Maryland for his hold on
this thing. It should not be called for
consideration. I do not see how in con-
science we can in one breath go
through all of the machinations that
we have been going through now for a
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good 3 weeks. Domenici-Chiles could
be well called Boschwitz-Hollings and
others who have gone on a bipartisan
approach to answer our budget re-
sponsibilities as manager CHILES has
been going on with. Senator DoMENICI
and Senator CHILES have been work-
ing for weeks on end, and on week-
ends, to save a little here and a little
there, to watch these trust funds, and
watch out for the outyear costs to the
Government.

We are looking at student housing.
We are looking at all of the things
that are costing the Government
money. We think we are now becom-
ing fiscally responsible. And now we
want to come down on the floor and
start another revenue hemorrhage
with airport authority bonds. The Sec-
retary of the Treasury, Secretary
Regan, in Treasury I and Treasury II,
said we ought to do away with these
tax-exempt bonds because they are
just a revenue hemorrhage. They are
costing the people way more money
than they should.

We are going to have to pay for all
of these lawyers fees, court cases, dis-
putes, and everything else where we
do not have to hire lawyers. We do not
have to put out any of these feelers,
and then amend the law further, go up
to the court on appeal and have all of
the delays.

We have the money. The word is
“trust.” It has been in trust for the im-
provements of these airports. I so told
the Secretary. I said, Secretary Dole,
why do you not ask for the money and
let us get on? I am for it. I am confi-
dent that if you ask for it, if the ad-
ministration asks for it—and with the
Budget Committee, the Appropria-
tions Committee, and the authorizing
committee having a three-way check—
I would be delighted to sort of bicycle
this around, talk to everyone, and see
if we cannot get it in there as a study
need. It is a study over there. Then
there is the Transportation Depart-
ment as to the mid-field facilities, and
the modernization at the National Air-
port itself.

But the Secretary said no. She did
not want to do that. She wanted to go
ahead with this authority. In going
ahead with the authority, she men-
tioned, of course, that we should look
at the New York-New Jersey Airport
and Port Authority operation there.
That is like the United Nations. It op-
erates—or you survive—as a result of a
veto. There is not a veto here with this
airport proposal. If the Governor of
New Jersey can veto and also the Gov-
ernor of New York, even with a veto
they get into pretty heated arguments
and discussions. I remember one, way
back, under Governor Rockefeller. We
will get into that later. They do not
work all that smoothly. They can get
into some real jams, if you please.
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That is not necessarily a good exam-
ple because that is not what they pro-
vided. But they just provide for the
customary thing that has been re-
quired by communities all over the
country in order to have authorities
and issue the bonds.

They say it works so well. Why can
it not work here? But here you already
are starting off with competitive air-
port facilities.

The authorities have not been put in
a competitive position. They have
been put in there for authority
policy—such as in Charleston, SC,
Richmond, VA, the other cities in
America—Charlotte, NC, and others. I
could go right on down the list. They
are not in competition. At Hartsfield
in Atlanta or the one at Dallas. And
they do not have any competition
really from Love Field. They have a
wonderful time just making their own
decisions and do not have to make de-
cisions for numerous airports in sever-
al States and the District of Columbia.

So the example is not necessarily
well taken. I can see some political
headaches emanating from this so-
called authority that the distinguished
Secretary of Transportation thought
so well of.

We have gotten to the bottom line
about the loss of revenues. Under
those tax exempt bonds, it not only
costs more for the issuance of the
bonds. The issuance costs $346.2 mil-
lion. I am going into this. I will yield
back to my distinguished colleague
from Maryland. But the $346.2 million
is from the nonpartisan, bipartisan
Congressional Budget Office.

This is one of the few fiscal studies.
If there is another fiscal study, I
would like to know where the propo-
nents have it. They ought to work for
the CIA because they have kept it top
secret. I have not been able to find it.
Where is the Holton Commission
study? Where is their financial analy-
sis? They did not want any.

But we had to go to the Congression-
al Budget Office to get the $346.2 mil-
lion cost figure for the issuance of the
bonds. As for the tax expenditure,
which the Finance Committee handles
now and which we know euphemisti-
cally as loopholes—the cost of the
Treasury is $366.3 million over the 30
years.

That is a total cost to the U.S.
Treasury of $712.5 million.

That is where waste, fraud, and
abuse commences—here on the floor
of the U.S. Senate. We praise each
other for being so distinguished. We
praise each other for being so smart,
as the editorial says. We praise each
other for the good financial sense.

You can tell when people want
something. They just disregard the
fact. They disregard the economics of
it. They just call it good financial
sense. And then they get to the tax-
exempt bonds.
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And I guess I can find another edito-
rial. I will get that from the New Re-
public where they are always putting
in conflicting headlines from the same
newspaper on a different page. I bet
you I can find that one of the Wash-
ington Post and forward it to them
where they said it is not good financial
sense on the matter of the tax-exempt
bonds. So we will have it coming from
both sides in the same newspaper on a
different page on a different day.

But for starters, regional authority
would improve the sound barrier at
National. I doubt it. For starters, they
would get organized politically and
start hearing from the local communi-
ties which they are responsive to. And
for starters they would start hiring
lawyers and they will start hiring bu-
reaucracy and overhead.

I do not see any budget cut from the
Department of Transportation on this
one. I would like to see the consum-
mate costs they are going to have for
that new airport authority, and see if
we cannot cut the Federal Aviation
Administration budget because they
have been relieved of all of these
duties. I can tell you here and now
they are asking for increases. They are
asking for increases, and everyone is
talking about airport safety. We will
not save the money.

We will start, Mr. President, with
waste, fraud, and abuse of the taxpay-
ers’ money right here on the floor of
the U.S. Senate. I understand that my
distinguished colleague from Mary-
land has already put in a communica-
tion from one group, the National
Taxpayers Union. They wrote all of us
a letter on March 18. I will not repeat
the contents of that letter except for
the fact that there are interested par-
ties out there watching.

My hope was that the Members of
the U.S. Congress would stop, look,
and listen—and not just because we
have a very attractive, very competent,
and very able Secretary of Transporta-
tion come over to just ask for what
seems like an offhand request that
ought to be run right on through—
when we actually end up with added
costs, added bureaucracy, and really
an unfair situation to the Baltimore
International Airport in Maryland.

I use that example, incidentally, be-
cause BWI has the direct flight from
Piedmont to Charleston, SC. Many
times I can go right to Baltimore and
get back home a lot quicker than I can
going through National and laying
over in Charlotte, NC, because I do
much better with the connections that
you have developed over at the Balti-
more International.

I appreciate that airport, too. I am
not necessarily in the middle of the ar-
gument between my colleagues from
Maryland and Virginia on that score,
but I certainly understand it. I am
willing to stand here with my col-
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league from Maryland and do our best
to try to explain this to some extent.

Mr. President, I yield the floor back
to the distinguished Senator from
Maryland and I thank him for his in-
dulgence in allowing me to speak.

The PRESIDING OFFICER [Mrs.
Kassesaum]. The question is on the
motion to proceed.

Mr. SARBANES addressed
Chair.

The PRESIDING OFFICER. The
Senator from Maryland.

Mr. SARBANES. Madam President,
I thank the distinguished Senator
from South Carolina for his very per-
ceptive remarks. He has been follow-
ing this issue very closely for a long
time and has been intimately ac-
quainted with it in the committee.

I would say to the Senator that I
agree with his evaluation of the Secre-
tary of Transportation as being intelli-
gent and experienced. But what we
have here is a bargain basement sale
of these facilities. If I were a Virgin-
ian, I would be running all the way to
the airport on this thing because it is a
tremendous deal for Virginia. But it is
at the expense of the Federal taxpay-
er and to the very strong and distinct
competitive disadvantage of the State
of Maryland. It is highly unfair.

I also noted when the distinguished
Senator from South Carolina made
reference to the New York-New Jersey
airport authority, that that authority
is composed of equal membership
from the two States. Beyond that, the
Governor of each State, of New York
and of New Jersey, has the veto power
over the actions of the authority.

I think Maryland would be quite
amenable to the Secretary trying to
work out some comparable sort of ar-
rangement in this region as it involved
our Governors and others intimately
involved.

Madam President, before the Sena-
tor from South Carolina spoke, I was
going to point out some of the testimo-
ny of Governor Hughes when he ap-
peared in the Congress.

First of all, on the subject of Mary-
land's role in the proposed airport au-
thority, the Governor pointed out that
S. 1017 defines a local community in
two fashions: first, the legislation evi-
sions transfer of the federally owned
airports to an independent authority
created by the Commonwealth of Vir-
ginia and the District of Columbia.

The Federal legislation provides for
the membership and gives Maryland 2
on this 11-member board, but the au-
thority which that membership is
going to govern does not involve the
State of Maryland in its creation. It is
to be legally created only by the Com-
monwealth of Virginia and by the Dis-
trict of Columbia.

That board, as we noted earlier, is
composed of five individuals appointed
by the Governor of Virginia and three
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by the Mayor of the District of Colum-
bia, two from Maryland, and a Presi-
dential appointee.

In Maryland’'s view the proposed au-
thority structure is asymmetric and
cannot be fairly characterized as turn-
ing National and Dulles over to local
control.

Recognizing that the Maryland sub-
urbs of Greater Washington represent
approximately 40 percent of the re-
gion’s population, it seems that Mary-
land, with just two votes on an 11-
member panel, fails to achieve equal
representative. Many Maryland travel-
ers make extensive use of the two Fed-
eral airports, with Washington Nation-
al playing a particularly important
role.

Based on the 1981-82 survey of air
passengers conducted by the Metro-
politan Washington Council of Gov-
ernments, over three-quarters of a mil-
lion air travelers, 14 percent of Nation-
al’s total traffic, began their trips in
Maryland’s Montgomery County not
in Maryland but in Montgomery
County, MD, alone.

Fairfax County, in Virginia, regis-
tered a 15-percent share; the District,
a 40-percent share.

So T0 percent of the traffic moving
through National Airport came from
the District of Columbia and from
these two jurisdictions, two counties,
one in Maryland and one in Virginia.

In addition, of course, the thousands
of Maryland residents from other
parts of the State make use of Nation-
al, as I indicated earlier, bringing the
figure up to close to a quarter.

Furthermore, there is a noise prob-
lem connected with this airport. I
hope to develop that later, particular-
ly in view of the fact that the distin-
guished Senator from Virginia got the
committee, after it had reported the
bill, to add an amendment dealing
with the noise issue, and placing con-
trol over the noise question in the air-
port authority, dominated by Mem-
bers from the State of Virginia.

It does not take much imagination
to anticipate what is going to happen
on the noise issue at National Airport,
which has been an extremely serious
issue. In fact, Maryland and Virginia
have worked together to try to protect
their people from excessive noise.

The change made by this late starter
amendment added after the markup is
going to make it possible for the au-
thority to, in effect, shift and place
that noise on the Maryland side of the
Potomac. Two voices on an 11-man au-
thority can only speak so loudly and,
clearly, they can be outvoted again
and again and again.

As I noted, during the deliberations
of the advisory commission, Maryland
advanced an alternate plan calling for
transfer of National to an interstate
authority and Dulles to the Common-
wealth of Virginia. Maryland tried to
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be positive and constructive in this sit-
uation.

National, under that proposal, would
have been placed under a 9-member
interstate authority composed of three
members each from the District, Vir-
ginia, and Maryland appointed by the
Mayor and the two Governors. One or
more representatives of the Federal
Government could be included for
proper representation of the Federal
interest in National Airport.

I do think there is a Federal interest
and that that is being badly neglected
in this legislation. It is something
many Members need to focus upon, as
the distinguished Senator from South
Carolina mentioned.

I obviously have a pressing responsi-
bility to present Maryland's case and
particularly to make the point that in
this proposed legislation which the
Secretary of Transportation has sent
to us the Federal Government is not
acting with impartiality in affairs af-
fecting individual States. It is, fact, fa-
voring one State at the expense of an-
other. It seems to me that one of the
essential prerequisites of moving on
this issue should have been that the
States were going to receive fair and
equitable treatment without one being
placed at a competitive disadvantage.

Let me turn to the financial and
competitive aspects of the proposed
transfer, Madam President, which are
extremely important. I have talked
about the composition of the author-
ity and the governance that would pre-
vail and the fact that by taking both
airports and putting them in one Au-
thority, by giving an asymetrical
weighting of that Authority heavily in
favor of the State of Virginia, that is
unfair to Maryland’s role in the re-
gional airport situation. But I want to
turn now to the financial aspects of
the proposed transfer and its competi-
tive aspects.

In the commission’s deliberations,
Virginia argued that the Maryland ap-
proach of having National under mul-
tijurisdictional authority and Dulles
go to the State of Virginia was not
viable because it worked to deprive
Dulles of a revenue base sufficient to
support its capital development needs.
With all due respect, I might point out
that the State of Maryland, when it
purchased BWI from the city of Balti-
more in 1972, did not enjoy a National
Airport cash cow to support the physi-
cal redevelopment of that airport. In
fact, the State had to undertake an in-
vestment in that airport in order to re-
alize what it is not realizing, and that
is significant dividends. It does not
seem unreasonable to expect that the
State of Virginia should undertake the
same responsibility with respect to
Dulles International Airport.

In fact, the traffic at Dulles has in-
creased markedly even within the last
year, since studies were made about its
financial viability. It is my own view

March 19, 1986

that updated figures need to be taken
into account. Dulles is producing an
operating profit now, contrary to what
was earlier the case. In 1984, it regis-
tered almost a 20-percent jump in
total commercial passengers, and a 24-
percent jump in air freight.

One of the issues involved in this
question of financial viability is the
question of cross-subsidization. In
effect, this legislation, by placing the
two airports in one Authority, would
permit them to draw on the airport
trust funds which, up to now, they
have not done because they have had
a direct line in the Federal budget. It
also would allow them to continue to
cross-subsidize to a limited extent. It is
important to understand this issue, be-
cause it really affects the financial
competitive situation.

Since 1966, landing fees at National
and Dulles have been set at a common
rate by pooling the total landed
weight of carriers serving both air-
ports. In addition to this single-cash-
register approach to revenues, airfield
costs were necessarily combined on
National and Dulles as well. By treat-
ing National and Dulles as one reve-
nue-cost center, landing fees at the
more heavily utilized National, in
effect, underwrite the fee structure at
Dulles, thereby making it a lower cost
facility than it otherwise would be for
carriers basing operatings there.
Simply stated, fees at Dulles are set
below cost with National's revenue
stream making up the difference.

So, for instance, in the particular
case of foreign flag carriers, where
BWI and Dulles typically find them-
selves in direct competition for serv-
ices, subsidized fees at Dulles poten-
tially could be enough to artificially
tip the scales in its favor. Given that
S. 1017 makes National and Dulles eli-
gible for airport improvement pro-
gram funding in lieu of the current
practice of obtaining line-item funding
via the annual USDOT appropriations
bill, this ability to cross-subsidize is
particularly burdensome. In fact, as a
matter of public policy, I think it is le-
gitimate to question whether this
practice is appropriate, particularly in
light of the sponsorship requirements
set forth in section 511 of the Airport
and Airway Improvement Act of 1982,
which includes a requirement that an
airport operator or owner maintain a
fee and rental structure for the facili-
ties and services being provided the
airport users which will make the air-
port as self-sustaining as possible
under the circumstances existing at
that particular airport.

Let me repeat that, Madam Presi-
dent:

Maintain a fee and rental structure for
the facilities and services being provided the
airport users which will make the airport as

self-sustaining as possible under the circum-
stances existing at that particular airport.
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I emphasize “at that particular air-
port.”

The framers of S. 1017—actually,
this was not included in S. 1017 until it
was submitted. It was added, in fact, in
the committee because clearly, the
problem I am talking about, to any
fair and objective observer, creates an
unfair and inequitable situation. So, in
the committee, an amendment was
made. I quote it now. It is at pages 41
and 42 of S. 1017.

(8) Notwithstanding any other provision
of law, no landing fee imposed for operating
an aireraft or revenues derived from parking
automobiles—

(A) at Washington Dulles International
Airport may be used for maintenance or op-
erating expenses (excluding debt service, de-
preciation, and amortization) at Washing-
ton National Airport; or

(B) at Washington National Airport may
be used for maintenance or operating ex-
penses (excluding debt service, depreciation,
and amortization) at Washington Dulles
International Airport.

It is asserted that this takes care of
the cross-subsidy issue.

Only partly, Mr. President. And to
the extent that it does not fully take
care of it, it makes it possible in effect
to subsidize at a virtually unlimited
level. This language excludes from the
prohibition of using landing fees or
parking revenues debt services, depre-
ciation, and amortization. In other
words, landing fees and parking reve-
nues at one airport can be used for
debt services, depreciation and amorti-
zation at another airport. And so the
capital improvement costs at one air-
port can be underwritten by the reve-
nues at another airport.

Let me just dwell on that point for a
moment longer. Maryland's position
put very simply on this financial ques-
tion is that it is unfair, unfair to Mary-
land and Baltimore-Washington Inter-
national Airport, to be in competition
with Dulles Internatioal Airport if
Dulles International Airport can be
underwritten in one way or another by
revenues from Washington National
Airport.

In other words, each of these air-
ports ought to stand on its own, and
that to underwrite one from the reve-
nues of another opens up a clear op-
portunity for competitive disadvan-
tage. Maryland is prepared to compete
against Dulles. Maryland put forward
the proposal that Dulles be trans-
ferred to the State of Virginia; that
the State of Virginia undertake re-
sponsibility for it; that Dulles and Bal-
timore-Washington International Air-
port, therefore, each of them under
their respective States, be placed in an
equal competitive position; that Wash-
ington National Airport be separate
and apart from both and in its own au-
thority, and that any possibility of a
cross-subsidy be eliminated.

Now, as I have just indicated, this
very language still permits the use of
landing fees and parking revenues to
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be used for debt service, depreciation,
and amortization at the other airport.
That is not precluded. That link is not
broken.

The second opportunity that exists,
on pages 36 and 37 of the legislation, is
the opportunity to develop ‘“for air-
port purposes” all of that acreage at
Dulles, including development for non-
aviation business or activities provided
the revenues are used for the airport
authority. So that the use of the acre-
age is not just limited to airport pur-
poses but also is allowed for nonavia-
tion business or activities. So that all
of this land the Federal Government
is turning over to this authority at vir-
tually no cost—the estimate of the
value on that property has been put in
the hundreds of millions of dollars—
and of course the revenue generated is
then available to the authority.

This Federal gift of highly attrac-
tive, undeveloped land at Dulles is a
windfall to the new airport authority.
It is conservatively estimated at 2,000
developable acres. The authority has
virtually no fixed costs with respect to
that acreage. It will therefore be avail-
able to negotiate extremely attractive
lease arrangements, really divorced
from normal market considerations,
and enter into the widest possible
range of joint venture projects with
potential developers.

Assume for the moment that a thou-
sand developable acres at Dulles
valued at approximately $100,000 per
acre and a 10-percent lease rate for a
20-year term. You would conservative-
ly estimate a potential income stream
to the new authority in excess of $200
million.

Now, that is fine for the new author-
ity and it is terrific for the State of
Virginia. T notice my able colleague
from Virginia nodding his head, and
he is absolutely right. It is a terrific
proposition. The question is, Is it a
fair proposition for the Federal tax-
payer and the Federal Government to
dispose of these assets at virtually
nothing, and is it fair to the State of
Maryland which is engaged in a com-
petitive position?

BWI is not afraid to compete, but
having the Federal Government essen-
tially give away an undeveloped area,
roughly two-thirds the size of BWI's
entire 4,200 acre site, seems to be an
extreme test of fairness. People have
got to stop, as my distinguished col-
league from South Carolina said, stop,
look, and listen at what is being done.
Enormously valuable assets are being
put into this authority at hardly any
cost, and the transfer of this land with
its tremendous potential value, poses
potentially adverse consequences for
BWI and Maryland’s ability to com-
pete effectively for new commercial
er:terprise and investment.

I want to stress Maryland is ready,
willing, and able to compete, but we
want a fair competitive situation. S.
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1017 does not establish such a situa-
tion. First of all, the cost of the trans-
fer is so low that it is very close to
giving the assets away. The Grace
Commission in their report looked at
this and came up with lots of different
figures. They finally settled on a
figure of $340 million, with a range be-
tween $200 million and well over $400
million. It is difficult to know what
valuation technique to use, but any of
the ones ordinarily relied upon provide
figures far, far larger than what is in-
volved in this bill.

This is really a giveaway. It is a give-
away of these facilities, thereby put-
ting the authority at the very outset
in such an unfairly strong competitive
position that that, in and of itself,
raises very serious questions.

Second, by putting the two airports
in the same authority and by not abso-
lutely severing completely one air-
port’s ability to support the activities
at another airport, it leaves open the
possibility of a cross-subsidy essential-
ly from National to Dulles, which
would enable Dulles then to compete
with BWI on other than an equal
basis.

The other point, of course, with re-
spect to a form of cross-subsidy that I
think needs to be touched upon is that
with both airports in one authority
and with the slots at Washington Na-
tional Airport limited and highly de-
sirable, it is possible for the authority
to use access to the Washington Na-
tinal Airport slots in order to have car-
riers undertake service at Dulles. I
think it is unfair.

I believe that carriers should make
the judgment on whether they are
going to go to Dulles or BWI on the
basis of appropriate competition be-
tween those two airports. Dulles
should have to stand on its own fi-
nances, and its charges should be re-
lated thereto, and the same thing at
BWI. Whether a carrier goes to one or
the other ought to be determined by
each airport in competition. Dulles
ought not be able to be financially un-
derwritten from the other airport
under the authority, National, which
is far more profitable, in order to gain
an unfair competitive advantage.

Beyond the finances, it stands to
reason that access to the highly desir-
able National slots—an airport within
10 minutes of downtown Washington,
it is highly sought after by the air-
lines; passengers like to fly in and be
across the river and into the District
in 5 or 10 minutes, in nonrush-hour
traffic. Access to those slots, since you
have one authority, can be used as a
lever in order to enhance service at
Dulles. That is not something with
which BWI can compete.

That kind of tie-in arrangement—I
am not necessarily suggesting that it
will be done explicitly. It may noi even
be done implicitly. The people in this
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business are smart people. I do not
think anyone denies that. It is a
highly competitive business. The
people involved know what they are
doing. They know the lay of the land.
They know the score, so to speak. It
will not be necessary to spell it out.
But, obviously, if you are very anxious
to get into Washington National, to
get into sole of those slots, and this
authority is running both National
and Dulles and has a full-blown cam-
paign on to get airlines to put service
into Dulles, I think the writing is
pretty clearly on the wall regarding to
what will occur.

That, we think, is unfair competi-
tion. We want competition. We wel-
come it. We strongly support Dulles
going into the hands of Virginia. Let
Virginia take it over and try to develop
it, and let us break this connection be-
tween Dulles and National which
raises all the possibilities for unfair
competition. That makes sense.

Second, dispose of these assets at
some figure that makes sense to the
Federal Government, rather than a
bargain basement give-away, which is
what has come before us.

I know that the Secretary is anxious
to dispose of this responsibility and to
devolve it elsewhere; but it has to be
done, I think, in a way that makes
sense. I do not believe that has hap-
pened in this legislation.

I turn now to the noise question, to
which I alluded earlier.

Because of an amendment added
late in the consideration of this meas-
ure—in fact, after the bill had been re-
ported—the authority for controlling
the .noise question has been shifted
from the FAA to the authority.

The noise issue has been a pressing
issue, and anyone who lives in the
Washington area, in the flight path or
anywhere near the flight path into
National Airport, knows how pressing
this issue has been.

In fact, I have been joined in the
past in working with my colleagues in
Virginia with respect to the noise
problem. We have been aligned to-
gether on a number of occasions in
trying to control the noise problem, to
place some controls on the number of
passengers using National, and trying
to maintain effective limits on noise
produced by flights in and out of that
airport. It has been a difficult strug-
gle, with some advances and then
some setbacks.

The present situation is that there is
now in effect a curfew at National
which limits flights to landing before
10 p.m. and after 7 a.m. In other
words, there is a curfew between 10
p.m. and 7 a.m., although certain so-
called quiet jets are allowed to land
under certain circumstances after the
curfew hours have gone into effect.

As we all know, National Airport is
located in the center of one of the
largest metropolitan areas in this
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country. Jets coming into National air-
port are required to follow an unusual
landing and takeoff pattern, which
stipulates that they must follow the
Potomac River to minimize the impact
of noise on the highly populated areas
surrounding the airport.

Even under current circumstances,
because of the peculiar geography and
the twists and turns of the Potomac
River and the turning points at which
pilots leave the landing and takeoff
patterns to head for their destination,
Marylanders are much more affected
by airplane noise than those citizens
living in Virginia or the District of Co-
lumbia.

However, at least at present the
hours of operation and the flight pat-
terns are set by the Federal Aviation
Administration and they have from
time to time been reviewed by Con-
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So, as difficult as the problem, is, at
least the current judgment on how to
deal with it is made by the FAA at a
level removed from State interest.

If the FAA is playing fair and
square, you are not going to get pref-
erence for one State over another, I
mean, one assumes hopefully, and I
think, it has generally been the case,
that they will make their judgments
on other bases: the impact of the
noise, the safety patterns, proper
flight patterns, reasonable hours; and
not come at it from the point of view
of, well, whose ox is being gored the
most in this situation.

The bill before us today, S. 1017,
would make drastic changes in that
procedure. An amendment was added
at the last minute in committee, and I
am quoting now from the legislative
history in the report from the Com-
mittee on Commerce, Science, and
Transportation, accompanying S. 1017:

On April 26, 1985, Senators WARNER,
TrieLE, and DANFORTH introduced S. 1017,
the Metropolitan Washington Airports
Transfer Act of 1985 at the request of the
administration.

With all due respect to my col-
leagues from Virginia, if I had been
from Virginia, I would have introduced
this legislation as well. It is a terrific
bonanza. So I do not in the least fault
them for introducing it. I think it is
more than understandable that they
would do so.

On June 26 and July 11, 1985, the
Subcommittee on Aviation held hear-
ings on the transfer proposal.

On September 11, 1985, the commit-
tee ordered the text of S. 1017 report-
ed by vote of 12 to 4 after agreeing to
an amendment in the nature of a sub-
stitute.

Bear in mind that the independent
airport authority created by this legis-
lation, to which full responsibility for
regulating aircraft noise at National
was transferred by this late-starting
amendment, is dominated by Virginia
with 5 of the 11 members of the au-
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thority. Maryland has only two mem-
bers of that authority. The District
has three. The President puts on one.
So Virginia and one other can in effect
make the decision on this critical
issue.

With the airport authority control-
ling the hours of operation and thus
effectively controlling the issue of air-
plane noise, I do not think it unrea-
sonable for Marylanders to be appre-
hensive that they are going to receive
the brunt of the noise generated by
planes landing and taking off from Na-
tional Airport.

On November 14, 1985, that is 2
months later, after the bill was report-
ed out from the committee, the com-
mittee ordered reported by voice vote
a committee amendment to the
amendment in the nature of a substi-
tute previously ordered reported.

This committee amendment would trans-
fer to the independent airport authority
created by this legislation full responsibility
for regulating airport-aircraft noise at Na-
tional.

Let me just repeat that:

This committee amendment would trans-
fer to the independent airport authority
created by this legislation full responsibility
for regulating airport-aircraft noise at Na-
tional,

I would recognize the same point if
the numbers were reversed and the
problem were being asserted by other
parties. In other words, you have
taken the problem, put it under the
authority, whose membership is heavi-
ly weighted, allowing it to impose the
burdens of the operation of that air-
port on the jurisdiction underrepre-
sented in the authority.

This is not a small problem. Those
of us who represent people who live in
this area, and I think the Delegate
from the District of Columbia and I
think the Congressmen and the Sena-
tors from Virginia, would concede that
the noise impact on constituents is a
severe problem and one that we have
to contend with as a very real issue
confronting our people. There has
always been the difficulty in working
out the sort of balance between the
operation of National Airport and the
impact on the constituents, putting on
a curfew that is plainly controversial.
The airlines did not want to do it.
Drew Lewis developed a regional
policy in that regard.

So I say to the membership this
change only further complicates this
matter.

In the findings section of S. 1017,
the bill states, and I quote, on page 26
of 8. 1017:

* * * an operating authority with repre-
sentation from local jurisdictions, similar to
authorities at all major airports in the
United States, will improve communications
with local officials and concerned residents
regarding noise at the Metropolitan Wash-
ington Airports; * * *
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It is my view, Madam President, that
this simply will not happen in any bal-
anced way given the unbalanced
makeup of the airport authority in
this bill.

Madam President, I realize that this
is not an issue on which Members have
focused, and I realize that on first
blush it seems to simply carry with it a
parochial squabble between Maryland
and Virginia.

But I submit to the membership
that the issues are far more grave and
severe than appears on first impres-
sion.

First of all, as the distinguished Sen-
ator from South Carolina pointed out,
you have the entire question of wheth-
er to undertake this transfer at all.
And there are strong arguments to be
made on both sides of that.

Second, you then have the question
that, if the transfer is to be made,
under what terms and conditions? The
Federal Government currently has
two very important and valuable
assets. When the Governor of Mary-
land testified before the committee, he
said he would pay double—double—for
these airports what Virginia was being
called upon or what the authority was
being called upon to pay under the
bill. I use the term Virginia and the
authority almost  interchangeably.
That is not quite correct. But I do that
in part because of the very predomi-
nant position Virginia holds on this
authority.

And the Governor said that he
would double—double—what the Fed-
eral Government was otherwise going
to get from the transfer of these air-
ports. Maryland has a very successful
record in running an airport in BWI.
They have done very well indeed at
BWI over the years. In fact, Maryland
is very proud of what they have man-
aged to do at Baltimore-Washington
International Airport. We have com-
peted very effectively for passengers
and cargo as well as for carriers and
services.

Maryland made the decision to com-
pete when they purchased BWI in
1972 and then launched a major cap-
ital improvement program, inaugurat-
ed aggressive sales and marketing ini-
tiatives to attract passengers and
freight, and commenced the process of
air service development, introducing
new carriers and flights to the market-
place. They made effective use of air-
port moneys available from the Feder-
al Government.

But I think on balance, it is fair to
say that BWI achieved its status as a
major air transportation facility the
old-fashioned way—we earned it
through hard work and prudent ex-
penditure of funds.

During the difficult period of termi-
nal expansion and modernization,
Maryland enjoyed the support and co-
operation of the carriers serving BWI,
as well as the passengers and shippers
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convenienced by the use of Maryland’s
facility. Maryland showed it was not
afraid to compete by making BWI an
international gateway. Maryland was
very much involved in gaining London
routes, European routes, and is now
the premier international airport in
the region.

It has met the challenges of a com-
petitive marketplace and continues to
be prepared to meet the challenges of
a competitive marketplace. But Mary-
land does not feel it should be placed
at these competitive disadvantages,
with an airport authority heavily
weighted to Virginia, with the facili-
ties conveyed to the authority at virtu-
ally no cost.

As I said, the Governor simply threw
out at the meeting that he would
double the price. Actually, the price
ought to be far higher than that if
you are talking about any essential
fairness to the Federal taxpayer.

We confront the ability of these air-
ports to cross-subsidize, which means
that National can be used to under-
write Dulles and therefore enhance
Dulles' competitive position vis-a-vis
BWI. If Dulles can develop on its own
an enhanced, competitive position vis-
a-vis BWI, all praise to them. That is
what it ought to be all about. But for
them to be able to do it because they
are being underwritten by Washington
National Airport or because the au-
thority can use the control of both air-
ports and the desirability of slots at
National and the difficulty of obtain-
ing them as a leverage to enhance
service at Dulles, we think is unfair.

And then, of course, I have talked at
some length about the noise problem
and how the incidence of that can be
shifted in a very unfair way.

I have other points I wish to make,
but I see my distinguished colleague
from South Carolina has returned and
in fact the proponents of the legisla-
tion may in fact want to make some
comments about it. I think it is impor-
tant to try to get into the Recorbp, so
our colleagues have an opportunity to
review it, as much material as we can,
so they will have a chance to go over it
and begin to acquaint themselves in
some detail with the issues that are in-
volved.

Madam President, I yield the floor.

Mr. HOLLINGS. Madam President, I
thank the distinguished Senator from
Maryland. He has covered this ex-
tremely well and in detail. I would like
to add a few things, though, that do
not ordinarily come out in the normal
consideration. What you have here is a
many study operation, both at Nation-
al and Dulles.

And watching the safety factors, of
which we have all become concerned
with at all airports, we watch particu-
larly the one at National. Anyone who
has flown in and out and knows any-
thing about the takeoff and clearance
schedules given—both private and gen-
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eral aviation, as well as the commer-
cial lines—will understand in a second
that National has, pretty well like
Kansas City, gone about as far as she
can go. What we have is an imposed
cap of some 16 million passengers and
a cap of some 37 landings and takeoffs
per hour.

Now that was imposed by the Secre-
tary of Transportation after very thor-
ough observation and conferring with
the operators at the airport, the par-
ticular air controllers, the FAA, and
its safety requirements and everything
else of that kind. She did this because
there have been some near misses. Not
due to traffic, of course, but on ac-
count of the freeze, the Air Florida
crash itself, the pressure, I would take
it.

We are thinking now in terms of the
shuttle flight. And it has boiled down,
it is very interesting, to every day they
keep coming back to the O-ring prob-
lem. And the distinguished Presiding
Officer and myself are both very much
concerned about that. But that was
not anything new. The O-ring problem
on the shuttle was one that had been
observed and declared dangerous.

One term of art of particular refer-
ence and classification was that by the
National Aeronautics and Space Ad-
ministration. They ecall it a criticality
I. In a criticality I, there was no
backup. If that particular item in the
equipment experienced a failure, that
would cause the failure of the particu-
lar flight and perhaps the loss of the
lives of the crew itself. So the O-ring
problem was criticality I. And there
had been a burn-through of the pri-
mary O-ring, and almost totally
through the secondary, in January
1985—over a year before the tragic
crash we had.

Now we go into the proposition of
why the pressure to launch over the
objection of the contractors. There are
certain guidelines and processes that
we as Senators are responsible for and
the commission making the investiga-
tion is responsible for. I have made a
very important distinction in my mind,
having tried several cases before.
When you say the process is flawed,
the feeling thereon is that, just like a
flaw in the cloth or flaw in the metal,
something unforeseen that sneaked in
could not be observed. Whereas, if the
process is violated, that is the violation
of an observed deficiency, and this is
the latter in my judgment.

We observed the O-ring failure in
January 1985. We came back and had
a letter in the midsummer from wit-
ness Cook—in July of last year. We
thereupon went into studies in August,
and had several high level confer-
ences. So concerned were they that in
November of last year, when they had
an automotive engineering conference
with automotive engineers, the space
engineer said, “well, maybe the auto-
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motive engineers have an approach
that we have not tried.” So they at-
tended the automotive engineering
conference here in Washington trying
to solve it.

Of course, on the afternoon of Janu-
ary 27 and in that evening when the
cold weather set in, the responsible en-
gineer, McDonald of Morton Thiokol,
said “No; I am not signing off.” This is
unsafe. And they went 2,000 miles
uprange to overrule him at the person-
nel office. Again, the next morning he
said you have got the written permis-
sion but I would implore you to wait
until afternoon when it warms up.
They still would not wait, and a sepa-
rate engineering authority, namely
Rockwell, at the Cape, also went to
the launch authorities and said it was
unsafe. And the authorities said,
“Well, I thought he was expressing a
concern and not an objection.”

So in two instances we had contrac-
tors saying it was unsafe, and we had
it overruled. In no instance in history
of a launch have we had a contractor
say it is unsafe, and thereby the
launch occurring as a result of overrul-
ing the unsafe admonition.

They have been awfully careful.
They had a dust storm all the way out.

Mr. WARNER. Madam President,
will the distinguished Senator yield
for a question?

Mr. HOLLINGS. Yes.

Mr. WARNER. Madam President, as
the manager of the bill, Mr. TRIBLE
and myself will determine at the ap-
propriate time to go forward on this
bill when the proponents of the bill
have within their rights exercised
whatever proportionate time they still
desire to debate the present pending
motion to proceed. And by distin-
guished colleague from Maryland, who
stepped aside the floor momentarily,
sort of invited reply to the several
points he raised.

Indeed, Mr. TriBLE and I are pre-
pared to reply to his inquiries at the
appropriate time when the bill is
before the Senate, and the Senate is
permitted to work its will.

I say to my distinguished colleague
from South Carolina, could he inform
the Senate about the desire of the op-
ponents of this bill and the relevance
as to the flight of the space capsule,
and also the Air Florida crash, because
we are anxious, I think, to proceed
with the formal consideration of this
bill.

(Mr. SIMPSON assumed the chair.)

Mr. HOLLINGS. Mr. President, does
the Senator not want me to talk about
the space shuttle?

Mr. WARNER. No; the Senator is
free. As a matter of fact, I rather
enjoy listening to my distinguished
colleague.

Mr. HOLLINGS. I want to make an
analogy.

That pressure could have come from
the Congress inadvertently, I might
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add, but as sure as it would have been
pressure by way of budget, by way of
trying to justify the increases that
they thought necessary in order to get
the space station in place and keep the
program up to snuff.

I heard the statement made by my
colleague over on the House side. I am
going to make the analogy right here.
We might be starting pressure on
NASA with this particular authority. I
will make the analogy. But I want ev-
eryone to understand it is real. It is
not imaginary. My colleague on the
House side just the week before last
asked Dr. Graham about the particu-
lar future of the program on commer-
cial flights. He said Congress was
unanimously in favor of the continued
role of NASA for commercial flights
for the space shuttle. That is not true.
It is not unanimous at all. Over here
on the Senate side we think this is a
research project. And I think, rather
than not bringing the pressure, that
yves, when a leading member of the
Space Committee in the National Con-
gress jumps all over the Director, the
message is clear and the Director says,
“l had better keep it going, I had
better keep a number of flights in the
air, and keep up a schedule that would
warrant commercial availability.”

That is pressure. I happen to think,
Senator, it was unusual pressure on
the tragic morning of January 28. It
was not any customary launch sched-
ule pressure. It was unusual pressure
to cause them to overrule two of the
contractors who said it was unsafe to
launch. That is wherein we have let
the case get cold. I am not going into
that unless you want to. I will be glad
to go into that because we have been
stonewalled. The Commerce, Science,
and Transportation Committee, of
which I am the ranking member on
the minority side, has been
stonewalled from having any hearings.
The people of America think that we
have a responsibility. You and I know
the responsibility for oversight. They
are trying to finesse now, and trying to
get budget figures out of us, but do
not want to hear anything about the
tragedy itself.

That is the only way we can deter-
mine the budget, the direction, and
what happens with our Space Pro-
gram—we must get into the cause and
exactly what occurred. There have
been hundreds and hundreds of people
who have gone into the technical diffi-
culties. But there has been hardly a
field investigator go over to NASA and
ask the head: “Who did you call?”
“When did you call?” And if anybody
in this National Congress believes that
they can send a member from NASA
saying “look, Mr. President, when you
make your talk to the joint Congress
on the evening of January 28, please
refer to Christa McAuliffe"’—the
teacher in space, which the President
himself launched. And if anybody be-
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lieves—this Senator does not—that
they just took that particular refer-
ence, just threw it aside, and nobody
ever looked at it again—but they
thought it significant enough to talk
about a science test on the Challenger
flight and not Christa McAuliffe on
that Challenger flight—anybody who
believes that is whistling Dixie. I can
tell you that right now. They are not
going to make this Senator believe and
disregard that they never even
thought of that. We are looking at the
unusual pressure.

I have tried to get the telephone
logs. I am trying to find out exactly
what occurred so that we can settle it
for once and for all. But I am not al-
lowed to have the field investigators. I
am not allowed by the majority of the
Commerce Committee to continue in
our particular hearings that we had.
We are in a catch-22 situation.

The chairman of the committee says
if we find fault with the Rogers Com-
mission, then we will have a hearing.
That makes me have to find fault in
order to do my work.

Secretary Rogers comes up and he
says I am not going to give you any-
thing. So I cannot find fault or good. I
just cannot find. So I cannot do my
job.

But pressure begins right here in the
National Congress in these things. It
can begin in the agencies through
overzealous interests. In this particu-
lar case, there is, yes, a local interest
involved here with respect to making
money, not necessarily safety. Airport
authorities have got to make money.
These authorities, I know, right now
are making the money. They are get-
ting a good windfall and everything
else of that kind. But you never can
tell what the economic pressures are.
As now indicated in the findings that I
referred to earlier, they said, yes, we
would freeze the number of slots or
landings there at National to 37 per
hour. We eliminated the passenger
cap. We unfroze that particular cap to
allow them all to come in.

What effect does that have on the
airport at National? Immediately that
says bring in the bigger planes and let
go the smaller planes. Immediately
that is a particular pressure brought
in general aviation. I was hailed by the
general aviation groups, inadvertently,
I guess, for the posture that I had
taken in the very early instance be-
cause they said, no, we cannot go
along with that. We will not be able to
land the planes because with that cap
removed, they will go to all commer-
cial and we would not be able to land a
single general aviation flight. They
will do away with the facility out
there. It would not pay for itself. Up
to a point, then they got together with
the distinguished Senator from Virgin-
ia, Senator TrieLE, and with the ar-
rangement they made with him, I
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think Senator TRIBLE took care of
those concerns or Senator WARNER did.
We will hear from the Senator later
on that score.

But I know general aviation opposed
this particular bill in the very early
stages, and opposed it very vigorously.
Now they have been made very happy.
I want to learn later on why or how
they were made happy. But back to
pressure,

Pressure brought on National Air-
port is one issue that really borders on
a hairline ruling out there at the
present moment with respect to
safety. We know we cannot get in any
more landings and takeoffs. It is phys-
ically impossible, with the controllers,
the space and they use cross-runways
and different other things in there to
bring them in as best they can. But
now they say you cannot handle the
passengers. And in this particular ini-
tiative they eliminate the passenger
cap.

They also had the matter of the
noise level. That amendment was due
for defeat in the Commerce Commit-
tee, and, in fact, temporarily held up
my the distinguished junior Senator
from Virginia, and later offered and
acted upon with respect to the noise
level.

I wonder with all of these concerns
whether we really are improving—as
the Washington Post said in its edito-
rial—whether we really are improving
the public service there, or are we put-
ting it in jeopardy in contrast to a
public service?

Mr. President, I want to go to the
undervaluation of the sale price.

The Department of Transportation
sale price of $47 million is to be repaid
over the next 35 years. It is too low. In
fact, the revenues coming in and ev-
erything else of that kind means they
will really have a financial kitty to op-
erate on, rather than just pay back.
And we, the users, will be paying
double for that particular service we
have been receiving.

The National Taxpayers Union esti-
mated the fair market value of the fa-
cilities at $1.5 billion.

The Grace Commission, when they
put their value on it, had it at more
than $300 million. I remember back
under President Richard Nixon, it was
$170 million. It hit me when we had
the $47 million figure used that this
particular “Holton Fix” got it at $47
million and got a sweetheart deal with
the administration in their notion to
take over.

They really had it arranged because,

they were buying at least $300 million
and probably double that amount for
$47 million.

The General Accounting Office,
using the Department of Transporta-
tion accounting records and evaluation
techniques, found another $61 million
had been excluded. Even using the De-
partment of Transportation’s under-
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valued pricing system, which no one
endorses, it should be at least $108
million, not $47 million.

Maryland's Governor, Governor
Hughes, testified at the hearing that
he would double the $47 million figure
and pay $94 million if he could get
hold of those facilities right now.

Why is it that we are really
stonewalled, in a sense, with this par-
ticular low price? They will not accept
any amendments at all on that score.
If we do, why should we even pay
more because then we will have to
want more bonds and if we want more
bonds then instead of the $250 million
we will want $350 million? Then, in-
stead of $712 million, we really are
talking about a $1 billion cost to the
users of National and Dulles. This is
added cost to their operations for no
reason at all on top of what they have
already paid to go ahead and get these
approvals.

Mr. President, I cannot see how they
can sneak it by. I guess that is why we
are here objecting to bringing it up for
consideration. We are really jammed
with a lot of important matters—too
important to bother with a couple of
airports which do not deserve, frankly,
the time of the U.S. Senate for more
than a half-hour at the most. The
Members themselves are all boiled up
with respect to Contra aid, with re-
spect to the deficit, with respect to tax
reform and all the other particular ini-
tiatives. Everybody out in the hinter-
land has been told that Gramm-
Rudman-Hollings has cut their pro-
grams so they have come to Washing-
ton and once again they want to see
the devil put into Gramm-Rudman-
Hollings. You cannot possibly see all
the people who want to come and talk
to you to tell you of the worth of their
particular program.

In the meantime, we come here with
an attempt to resolve a very important
problem. The problem is a made prob-
lem. It is a politically made problem.
If we did not have this particular bill
in, if we only had a request, we would
approve it in the Budget Committee
with a line just going across there, al-
locating the amounts. And the Federal
Aviation Administration could immedi-
ately go to getting the bids on the par-
ticular improvements, awarding those
bids and supervising the improvements
as the particular facilities were being
constructed.

No authority has constructed any-
thing at National. No authority has
constructed and operated anything at
Dulles. We now have the Government
ready, willing, and able to move for-
ward, and we have the money within
the Government. It has always been a
matter of puzzlement to me where we
are constantly taking money into the
trust funds that we have and not
spending it, while enacting new and
different initiatives, and borrowing in
order to finance those particular ini-
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tiatives. Crudely expressed, we do not
spend the money we got and we do
spend the money we don’t got.

We have moneys in the highway
fund. Just two Christmasses ago we
had a jobs bill of $5 billion. We had
over $10 billion unexpended in the
highway trust fund. We could have
given everybody a job. But it could not
be expended, save on highways. But,
no, do not spend that. We could not
get anyone’s attention on that one. We
have to borrow $5 billion in order to
get jobs where we already had $10 bil-
lion in the highway fund which could
have been used for the same purposes.

Now we come with the money we
have in the trust fund having been
paid. That is a surplus amount. There
is such a thing in Washington as a sur-
plus. They ought to go out and take a
picture of it as an endangered species
and put it in the Smithsonian. We al-
ready have the money allocated. But
now we are going to have the $4 billion
sit there unallocated and we will put
out some more tax-exempt bonds and
the tax expenditure costs will exceed
some $300 million to the taxpayers.

I cannot see for me how we can con-
tinue on with this particular initiative.
I would hope that the leader will re-
spond to the Washington Post. I know
he is not responding to any pressure in
the family or anything of that kind.
But the Washington Post is pushing.

The airport trust fund was created
for the modernization and develop-
ment of airports and the aircraft con-
trol system. The current trust fund
balance is $7.7 billion.

I just received these figures from the
Congressional Budget Office and from
our Budget Committee.

The surplus is expected to reach
more than $4 billion at the end of this
fiscal year of 1986. Why not use the
money we have and spend that on Na-
tional and Dulles rather than spend-
ing money that we do not have?

As I stated before, there are many
other airports that have shared in this
without any debate on the floor of the
U.S. Congress. The administration
asked for and was immediately given
that $150 million for Dallas-Fort
Worth. When the administration
asked for the $100 million in Atlanta,
$90 million for a runway in St.
Thomas, they immediately responded.

Our problem here is that we have
not even been asked, and my problem
here is that I cannot ask because
Gramm-Rudman-Hollings says you
have to have a zero sum amendment,
or find $250 million, when in reality I
know I have the $250 million in the
trust fund right now waiting to be ex-
pended for airport improvement.

I want to talk a little bit about the
proposed representation on the region-
al authority, Mr. President. I said ear-
lier that the New York Port Authority
had a veto, they had equal representa-
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tion on the authority from New York
and New Jersey. Each Governor had a
signoff and somewhat like the United
Nations, and with a veto they could
survive. Now, in reality, the State of
Virginia is given that veto with five
members from Virginia, only three
from the District and two from Mary-
land, and one appointed by the Presi-
dent. There is not any question that
that is going to be one of the great
commitments that is easily given.

If you have ever run for President,
you know you have these people come
along with their particular interests.
They are talking to the candidates and
if they are smart enough, they will ask
every candidate—Republican, Demo-
crat, obscure like myself and winning
candidates like the President himself
and Vice President Mondale—'‘There
is a little thing there in Virginia, we
are very much concerned about the
operation of these two airports and we
would like to have a signoff on your
appointee.”

You say, “Why I would give it con-
sideration.” You do not make a com-
mitment. That is against the law for
anybody running for President, but
you make that representation very
easily.

If I were the governing authority of
Virginia, I would make an inquiry of
the candidates as they all came
through and then when the election
came up, we would have our five plus
one, you would have the six. You
would have the veto and you would
run. You would listen to the other
people if they were pleasant and
agreeable. You might even get some
who were very agreeable in the Dis-
trict.

But looking at some of the appoint-
ments we have to rule on from time to
time in the Senate, I cannot look for
any hope that anybody is really going
to be interested other than in the title
of this particular situation.

So we are going to have a Virginia
veto, no doubt, with respect to the
makeup of this particular authority. I
would certainly want, if I have 40 per-
cent, the four rather than the three
that I have from the District of Co-
lumbia. But I am only given the three
and the two from Maryland here, then
one appointed by the President. That
puts me in a bad position.

The airports do not belong to Virgin-
ia, Maryland, or the District. We
should not be transferring the respon-
sibility from Washington to Annapolis
or to Richmond. But that is what is
really occurring in Congress today. We
are going to take the airports down
there at Washington, the Capital,
which is anathema to the Virginia gov-
ernment anyway. Those things, jeal-
ousy and competition and disdain,
build up in every particular State and
they think that we look too much at
the Federal problems, with Federal
employees and everything else, and
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are not that much interested in the
welfare of the Commonwealth. Then,
when the welfare of the Common-
wealth comes forward and there are
needs there and adjustments to be
made, it would be very, very easy to
transfer those needs and adjustments
to impact upon the Dulles properties
or the National Airport.

I could see very well, if I served on
that authority and I had a chance to
get a big factory out there at Dulles—
3,000 acres—and I am making an in-
dustrial park and I can see where we
might need even again some further
runway development or what-have-
you—or an industrial park coming out
to Virginia—I would say I would opt
for jobs, opt for industrial power—let
us put the building there and let us
put the facilities there and let them
all land.

If industry came along and said,
“Look, if you landed them all one way,
I could put this big industry there,”
the temptation would be great. You
are sitting in Richmond and you are
looking for industry. You want to
point at what you did. You cannot run
for Governor of Virginia and get re-
elected on the proposition that you
got some more landings at Dulles or
improved the service at Dulles. They
would run you off the campaign track
in the Commonwealth of Virginia run-
ning on that particular platform. So
what you are really going to do is take
the people's facilities and transfer
them over to Richmond's political nu-
ances and needs and turn, perhaps, an
airport authority into an industrial de-
velopment authority.

I could well imagine, with the air-
port authority having all this prime
industrial property out there, that the
tail could wag the dog in that particu-
lar instance and thereupon, we would
just, unknowingly, resolve into indus-
trial development rather than airport
service.

I think this thing is fraught with
more dangers and wastes and costs
than we can possibly imagine, Mr.
President. It is a bad initiative at a bad
time. I guess what they are saying is
we could use the $47 million today
here, in 1986 to help with the deficit,
but that is our trouble now. We want
to transfer the bill to the next genera-
tion to pay. We have been buying
votes with the fruits of the next gen-
eration.

Mr. President, I hope we will contin-
ue to give this very serious consider-
ation and perhaps reject it, because
the people from Maryland have not
been treated fairly on this one. The
people from the District of Columbia
have not been treated fairly on it. The
people of the United States have not
been treated fairly on it.

I have a note here, I say to the Sena-
tor from Maryland that the Budget
Committee is going to have two votes
at 2:35, so if I could be excused mo-
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mentarily, I want to continue later
with the debate and the presentation
that the Senator from Maryland is
making on this score. Since we do not
have a proxy rule in the Budget Com-
mittee of the U.S. Senate, I would like
to attend those two votes. I think they
could be needed in order to get this
vote out this afternoon and then
rejoin the Senator on the floor.

I thank the distinguished Senator
from Virginia and the distinguished
Senator from Maryland for their cour-
tesy in listening to my deep concerns. I
am going to come back later and de-
scribe safety a little bit more so every-
one will understand it with respect to
the pressures we bring on unsafe oper-
ations here, right at the beginning of
the national Congress.

I thank the distinguished Senators
here and I thank the distinguished
Senator from Maryland.

Mr. SARBANES. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. WARNER. Mr. President, I ask
unanimous consent that the quorum
call now in progress be discontinued.

The PRESIDING OFFICER (Mr.
Herms). Without objection, it is so or-
dered.

Mr. WARNER. Mr. President, the
distinguished Senator from Maryland
has reappeared on the floor, and I am
wondering if at this time we might
engage in a colloquy such that we
could better inform the other Mem-
bers of the Senate about the progress
of this bill. The proponents, the Sena-
tor from Virginia [Mr. TriBLE] and
myself, are quite anxious to proceed
and join in the issues raised by the dis-
tinguished Senator from Maryland,
but we determined that it was best to
await the Senate’s formal consider-
ation of the bill. The Senator from
Maryland at this time, together with
other colleagues, has discussed the
merits of proceeding, so I wonder if at
this time we could ask of the Senator
from Maryland any advice he might
give the managers of the bill, together
with other Senators, as to the progress
we might hope to make.

Mr. SARBANES. Will the distin-
guished Senator yield?

Mr. WARNER. I yield the floor.

Mr. SARBANES addressed
Chair.

The PRESIDING OFFICER. The
Senator from Maryland.

Mr. SARBANES. Mr. President, as I
indicated to the distinguished Sena-
tors from Virginia, of course Senator
HoLLings had to go back to the
Budget Committee for some votes and
intends to return and continue on this
matter further. While I made an open-
ing statement, there are some elabora-
tions that I also wish to make. There
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are also other Members, we believe,
who want to have a chance to speak,
although they are now tied up, so I am
not sure exactly when they will get
here. I do not know whether either of
the Senators from Virginia wants to
speak on the matter. It would seem to
me they might want to so that materi-
al and debate is available in the
Recorp in the morning for our col-
leagues as they consider this. I am
coming more and more to think, as we
debate the issue, that the Members
probably ought to perceive the motion
to proceed as really raising the ques-
tion whether this matter is in a suffi-
ciently proper state for the Senate to
go to it. In other words, a lot of diffi-
culties have been pointed out and un-
derscored.

We have two problems. One is
whether, given the current state of
this legislation—in fact, I think the
disarray, from my point of view, would
be the more accurate term to use—
whether, given the current disarray, it
is something the Senate wants to ad-
dress.

As I indicated earlier, many positive
and constructive ideas were put for-
ward along the way in considering
this, but none of them was picked up.
For a lot of reasons, the Senate may
decide this issue needs further work, if
in fact the Senate decides that it
wants to take it up. If the matter is
indeed taken up, there is a range of
amendments, as I understand, to be
proposed, on a whole variety of issues.
Of course, that would then raise, con-
ceivably, an entirely different ques-
tion, at the end of that deliberation.

Mr. TRIBLE. Mr. President, will the
Senator yield?

Mr. SARBANES. 1 yield.

Mr. TRIBLE. It is the opinion of the
Senators from Virginia that debate on
the merits should await the Senate
turning to this bill. We look forward
to a lively and thorough debate.

We have listened very carefully and
attentively to the discussions of the
Senator from Maryland and the Sena-
tor from South Carolina. I hope now
that the Senator from Maryland will
permit the Senate to proceed to the
actual consideration of this measure.

I ask the Senator what his inten-
tions are. Is it his intention to permit
us to proceed to a debate—to turn for-
mally to the matter at hand?

Mr. SARBANES. Certainly not
today. As I indicated earlier in my
statement, I thought it important that
our colleagues have the benefit of the
discussion that is going on here—in
the Recorp in the morning—to review,
and for their staffs to review, and
begin to gain a sense of what the
issues are that are at stake here.

It was in that context that I was sug-
gesting that the Senator might want
to address it. I am perfectly ready to
go on with some other points I want to
make. I do have the view that this
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should be available in the morning, in
the Recorp, for Members and their
staffs to examine, so that they can
factor these considerations into their
judgment, if and when we reach the
decision on whether to proceed.

Mr. TRIBLE. Mr. President, if the
Senator will yield, I am sure that our
colleagues wait expectantly for tomor-
row’s RECORD, to follow our discussions
about this measure,

Mr. SARBANES. If they do, it would
probably be a first.

Mr. TRIBLE. I suspect that my col-
league from Maryland is correct in
that judgment.

If it is the Senator's intention to
continue his discussion at this point,
then it would be my intention to sit
here and listen.

Mr. SARBANES. Mr. President, ear-
lier we talked about the Grace Com-
mission and the fact that this matter
was included in the Grace Commission
report.

I understand that the Grace Com-
mission has done some backsliding on
this issue in the interim, and one can
understand that. There are a lot of
pressures of one sort or another at
work.

One never knows what may move
people to come to a somewhat differ-
ent perspective at a later time. But I
think it is important to include in the
record their consideration of these
Metropolitan Washington airports.

When they were talking about the
sale of the airports, they considered
the question whether they should be
sold, and at what price. Their conclu-
sion was that the potential revenue
from the sale of Washington National
and Dulles International Airports
would result in a one-time Federal rev-
enue acceleration of $341 million.

They indicated in their report that
there were three basic approaches to
implement an appraisal of a capital
asset: One, replacement cost; two, cap-
italization of projected cash flow;
three, market value, the price at
which a willing seller and a willing
buyer arrive.

They went on to say:

Because airports are unique in several as-
pects, chiefly their nonprofit status, capital-
ization of projected cash flow is not a valid
approach. Neither is “market value,” be-
cause of the near absence of other compara-
ble transactions.

The land component of an airport can be
valued in terms of replacement cost, but
this approach has limited relevance. The
value of similar land outside the airport re-
flects the present value of expected cash
flows from uses which generally do not
occur at an airport. Structures at an airport
also tend to be unique and unlikely to have
alternative uses that would have a compara-
ble value if the property were sold.

Having, in effect, disposed of these
three basic approaches by those com-
ments, they then went on to say:
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Consequently, in this issue three other
techniques are used to update earlier ap-
praisals that have been made:

Adjust to 1982 constant dollars by using
the Gross National Product (GNP) price de-
flator, the appraised value of the MWA in
1972, and any capital improvements since
1972;

Calculate the ratio of the 1972 appraised
market value to the 1972 net book value of
the MWA land and buildings. Assuming this
same market value-to-book value ratio exists
in 1982, multiply this ratio times the MWA
1982 net book value of land and buildings.

Calculate the ratio of the 1978 appraised
market value to 1978 net book value of Bur-
bank Airport land and buildings.

They use Burbank because there was
a sale that took place in Burbank, CA,
from a private party to a public
agency.

This report then goes on:

Assuming this same market value-to-book
value ratio exists in 1982, multiply this ratio
times the MWA 1982 net book value of land
and buildings.

They then go on to take these three
techniques, which they have outlined
in an effort to ascertain the price; I
am not now necessarily endorsing this
approach or any particular one of
these techniques. I am really setting it
out here so Members can have the
benefit of the analysis by the Grace
Commission, and so they will see more
clearly the enormous disparity in eval-
uations made by the Commission,
made by the Taxpayers Union, and
made by others with respect to what is
a reasonable price to be paid for these
facilities; and so they will understnad
the virtual giveaway price at which
Secretary Dole and the Department
are seeking to obtain here in the
course of transferring it to this airport
authority.

The Grace Commission, the so-called
President’s private sector on cost con-
trol, goes on to say, with respect to the
three techniques for appraisal just set
out, the following, and I quote:

“Alternative appraisals: valuation
based on GNP price deflator. In 1972,
an independent audit of the MWA—"
metropolitan Washington airports,
and that is National and Dulles com-
bined—they are collectively known in
the terminology of this report as the
MWA—"“land and buildings deter-
mined the fair market value to be $105
million. Assuming no depreciation, the
1982 yearend constant dollar value
would be $217.5 million. Add to this
any capital appropriations adjusted to
reflect fiscal year 1982 yearend dol-
lars. The result is a total value of
$318.4 million.”

So using this first approach, they
conclude the result is a total value of
$318.4 million.

They then go on to take the second
approach. They say: “Alternative ap-
praisals: valuation based on a multiple
of book value from the Burbank Air-
port valuation. When the Burbank
Airport was appraised to find the fair
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market value of its land and buildings
in 1978, the ratio of market to book
value was 4.77 times. Multiplying the
metropolitan Washington airport, Sep-
tember 30, 1982.”—of course we are
now using somewhat dated figures,
1982—“land and buildings net book
value—after accumulated depreciation
of $80.4 million by 4.77 yields $383.5
million. The book value of construc-
tion in process is assumed to be equal
to the market value. The total value of
the MWA'’s land and buildings after
adding $30.2 million construction in
process is $413.7 million."”

So now we use one alternative ap-
praisal method and they came in with
a figure of $318.4 million. Bear in
mind now that what the Department
of Transportation was saying was $47
million to be paid over a 35-year
period. That is the level at which the
proposition before us finds itself, well
under $100 million.

Yet here the first appraisal method
is $318.4 million, the second appraisal
method is $413.7 million, and the third
method, and I now quote from the
report, “Valuation based on a multiple
of book value from the MWA’s valu-
ation in 1972. When the MWA's land
and buildings were valued at $105 mil-
lion in 1972, the net book value of
these assets was $32.2 million.” In
other words, they took the 1972 valu-
ation and then compared it with a
book value and came up with a factor
of 3.26. “This results in a market to
book multiple of 3.26 times. Multiply-
ing the MWA'’s land and building net
book value of $80.4 million by 3.26 and
adding $30.2 million in construction in
process gives $292.3 million.”

So now we have been through three
appraisal methods used by the Presi-
dent’s Private Sector on Cost Control
Commission. One method put a total
value on of $318.4 million; another,
$413.7 million; and a third one, $292.3
million.

As I indicated, I do not vouch for
any one of these methods. I think a
strong case can be made that the
figure should indeed be much higher,
and I spoke earlier of the amount of
land that was being transferred to
Dulles, the thousands of acres, and the
value that attached to it.

But the Grace Commission went on
to say in their summary: “The three
estimates of the fair market value of
the MWA land and buildings range
from $292.3 million to $413.4 million.
The mean value is $314.5 million,
which will be used in further calcula-
tions for purposes of simplicity."”

So the value that they attached on
this sale of the two airports was $341.5
million.

Yet the figure that was put forward
by the Department of Transportation
was $47 million, As I indicated, the
Governor of Maryland came in before
the committee and said he would
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double the price right on the spot. He
was prepared to double the price.

So it is clear that these assets are
being disposed of at far, far below any-
thing that begins to approximate their
reasonable value. They in effect are
being given away.

There is no wonder the State of Vir-
ginia and its two able and distin-
guished Members in this body are so
anxious to move this legislation along.
They are going to be running all the
way to the bank. It seems to me that
the great deal or steal of 1986, needs
some careful attention and focus by
the Members of this body.

(Mr. TRIBLE assumed the Chair.)

Mr. SARBANES. The distinguished
Senator from South Carolina had to
leave the floor for the very pressing
budget problems in the Budget Com-
mittee. It is not as though the Nation
were in a fiscal period when we could
simply sort of shrug their shoulders
and say, “Well, a few hundred million
or less, what does it matter?”

I think it is reasonable to expect
that if we are going to devolve our-
selves of these assets that we ought to
obtain a reasonable price for them.

We just went through that with the
sale of Conrail, a proposal that came
from the same Department and the
same Secretary.

I think the Secretary is an able
person and I have been struck by the
many, many articles written about her
which have made that point. I think
she has shown a lot of skill as a
member of the President’s Cabinet.

But it seems to me we have to begin
to question more closely this bargain
basement operation being run over at
the Department of Transportation.

When the Conrail proposal was
here, in effect, there was an alterna-
tive bid at 50 percent above the price
being offered by the party whom the
Secretary supported, a reputable bid.

The Secretary, many thought at the
time, had locked herself into a posi-
tion and felt obligated to press for-
ward with it. And, of course, the conse-
quence was that what the Federal
Government could have realized from
the sale of Conrail to the private
sector was substantially under what it
could have gotten had the Secretary
been prepared to be more flexible in
that situation.

I am fearful that we have the same
sort of situation at work here. The
Senator from South Carolina was ab-
solutely right earlier when he said
that the Secretary set up this commis-
sion. She was anxious to shed the re-
sponsibilities of National Airport and
Dulles Airport and not to carry them
on at the Federal level. They have
been uniquely the national airports
now for many years. But she was anx-
ious to get rid of them. And, in the
end, she swallowed a deal that I take it
she perceived as the only one she
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could get if the State of Virginia were
to go along.

It is obvious why the State of Virgin-
ia will go along with this deal. Here
you have three valuations, $318.4 mil-
lion, $413.7 million, and $292.3 million.
The mean value of them is $341.5 mil-
lion, almost $350 million. Yet, the
price the Department was talking
about is $47 million. Now we are losing
a quarter of a billion dollars, at least,
on this proposition, just compared
with these appraisals, let alone others.

I read earlier the letter from the Na-
tional Taxpayers Union in which they
state, and I am quoting beginning with
the second paragraph:

Although we agree that the Federal Gov-
ernment should get out of the business of
owning and managing airports, we are ap-
palled at the ridiculously low sale price
placed on these valuable properties. The
combined market value of the properties is
conservatively estimated at $1.5 to $2 bil-
lion. Yet, the two airports are to be sold for
only $47 million—about 1/35th their actual
worth.

In addition, the transfer and future im-
provements are to be financed with tax-
exempt bonds over a 30-year period. This
adds up to a double soaking of the taxpayer.

Given the Nation's tremendous budget
deficits and $2 trillion national debt, it is fis-
cally irresponsible for the Federal Govern-
ment to do anything but seek fair market
value for the airports. Sound policy de-
mands that the price tag on Dulles and Na-
tional be raised to reflect their true worth.
Otherwise, the sale should be rejected.

Mr. President, I ask unanimous con-
sent that the text of the National Tax-
payers Union letter be printed in the
REecorp at this point and that the ex-
cerpt quoted from by the President’s
private sector on cost capital report on
privatization also be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
REcoRD, as follows:

NaTiONAL TAXPAYERS UNION,
Washington, DC, March 18, 1986.

DEeAR SENATOR: Soon you may be asked to
vote on S. 1017, the Metropolitan Washing-
ton Airports Transfer Act. This bill would
transfer ownership of Dulles and National
Airports to an independent authority domi-
nated by the Commonwealth of Virginia.
We urge you to vote “NO" on this sale.

Although, we agree that the federal gov-
ernment should get out of the business of
owning and managing airports, we are ap-
palled at the ridiculously low sale price
placed on these valuable properties. The
combined market value of the properties is
conservatively estimated at $1.5 to $2 bil-
lion. Yet, the two airports are to be sold for
only $47 million—about %s their actual
worth.

In addition, the transfer and future im-
provements are to be financed with tax-
exempt bonds over a 30-year period. This
adds up to a double soaking of the taxpayer.

Given the nation's tremendous budget
deficits and $2 trillion national debt, it is fis-
cally irresponsible for the federal govern-
ment to do anything but seek fair market
value for the airports. Sound policy de-
mands that the price tag on Dulles and Na-
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tional be raised to reflect their true worth.
Otherwise, the sale should be rejected.
Sincerely,
JiLL LANCELOT,
Director, Congressional Affairs.

REPORT ON PRIVATIZATION

Summary. The three estimates of the fair
market value of the MWA land and build-
ings range from $292.3 million to $413.4 mil-
lion. The mean value is $341.5 million,
which will be used in further calculations
for purposes of simplicity.

(Mr. PRESSLER assumed
chair.)

Mr. SARBANES. Mr. President, the
question of the price to be paid here is
a question that involves, obviously,
every Member since we are disposing
of Federal assets and we are doing it
here for virtually nothing—the figures
range from $47 million to $300 million
to over $1 billion, with incredibly valu-
able land at Dulles, thousands of acres
also at issue.

If you look at the bill reported by
the committee as to what the prices
should be, you find it nowhere states a
price. I invite the attention of the
membership to the fact that what we
have stated here is a very involved and
complex formula without any way of
knowing exactly what that means in
dollar terms.

First of all, it is to be a lease, not a
sale. In other words, the money is not
to be received now in payment for the
facilities. They have set an incredibly
low cost and then you do not even get
it in hand, you get it over 35 years.
One has the sense that the Federal
pockets are being picked here.

But the legislation says on page 29:

In consideration for the transfer of the
Metropolitan Washington Airports, the Air-
ports Authority shall make payments to or
for the account of the United States, as
specified in this subsection.

Basic lease payments sufficient to repay
to the United States the amount of hypo-
thetical indebtedness of the Metropolitan
Washington Airports shall be made to the
Treasury of the United States, as deter-
mined by the Federal Aviation Administra-
tion as of the date of transfer in accordance
with appropriate Federal financial direc-
tives, and at the imputed interest rate for
such indebtedness on that date, within 35
years. The Comptroller General of the
United States shall conduct an audit of the
Federal Aviation Administration's determi-
nation of hypothetical indebtedness, and
shall also report on any costs incurred for
the Metropolitan Washington Airports not
included in such determination.

And then, the next section goes on
to provide, “In addition to the consid-
eration required for lease and acquisi-
tion in the metropolitan Washington
airports under paragraph (2) of this
subsection, the Airports Authority
shall” pay certain moneys to the Civil
Service Retirement and Disability
Fund to represent certain costs con-
nected with employees of the author-
ity.

I see the distinguished Senator from
Virginia on the floor. Perhaps he can

the
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tell me what this means in dollar
terms. There is no dollar figure in this
bill. It is a 35-year payment, the so-
called amount of hypothetical indebt-
edness. Whatever the figure is, trying
to puzzle through the committee's
report, it is clearly a lot less than any
of these other figures which have
come before us as being reasonable for
obtaining this airport.

Mr. TRIBLE. I look forward to re-
sponding to the points raised by my
colleague. But, before we engage in
that debate—a debate which quite
properly should be reserved until the
Senator from Maryland permits the
Senate to turn to the consideration of
this measure—I would like to point out
that the Senator from Maryland and
his colleague from South Carolina
have shared their thoughts and con-
cerns about this legislation since ap-
proximately 11:50 this morning. It
would seem that my colleagues from
Maryland has now had ample opportu-
nity to instruct his colleagues. I ask if
the Senator from Maryland would now
permit the Senate to proceed to the
consideration of this legislation

Mr. SARBANES. I indicated to the
Senator earlier that I thought it was
important for our colleagues to have
the benefit of this analysis to review
in the REcorD in the morning. This is
not an issue, I think it is fair to say, on
which Members have focused. They
have tended not to see it as a highly
controversial issue. It only indirectly
affects the interests of many Members
of this body, although I think upon
analysis they will come to understand
that it does in fact affect the taxpayer
in a very vital way.

My own view is that as we probe into
this further and further there are suf-
ficient questions about even the basic
merits of the legislation to raise the
very serious point as to whether the
Senate ought to spend its time in
order to take it up.

Mr. TRIBLE. Will the Senator yield
for another question?

Mr. SARBANES. Surely.

Mr. TRIBLE. Recognizing the right
of a Senator to take time to share his
thoughts and concerns in respect to
this, will the Senator agree to a unani-
mous-consent agreement establishing
a time certain at which the Senate can
turn properly to this legislation?

Mr. SARBANES. No. The Senator is
not prepared to do that at this point.

Mr. TRIBLE. I must observe that
the Senator is really not engaging in
debate but rather is filibustering, and
is obstructing the process at a time
when the Senate has a whole host of
important matters, including this
measure.

Mr. SARBANES. That may be the
Senator's observation. I do not share
it. I think that before we take this
matter up, Members ought to appreci-
ate the deficiencies connected with
this legislation and then ask them-
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selves. This question: Do we really
even want to take it up? Is this not an
issue on which some effort should first
be made to address the range of objec-
tions which have been raised here, in
effect to say to the Secretary, “Well,
you really ought to go back and
redraw this at the drafting board”?

We saw the same problem with Con-
rail. A lot of points were raised, and
the Secretary